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BILLS RELATING TO THE GENERAL ACCOUNTING
OFFICE

WEDNESDAY, JUNE 5, 1974

Houst oF BEPRESENTATIVES,
TRGISLATION AND MILITARY OPERATIONS SUBCOMMITTEE
' or THE COMMITTEE ON GOVERNMENT OPERATIONS,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10 a.m., in room 2154,
Rayburn House Office Building, Hon. Chet Holifield (chairman of the
subcommittee) presiding.

Present: Representatives Chet, Holifield and John W. Wydler.

Also present: Herbert Roback, staff director; Charles Goodwin,
counsel; Warren Buhler, minority professional staff, Committee on
Government Operations.

Chairman Horrrirrp. The subcommittee will come to order.

OPENING STATEMENT OF CHAIRMAN CHET JOLIFIELD

Today and tomorrow the Subcommittee on Logislation and Military
Operations will hear the Comptroller General and other witnesses on
several bills relating to the audit functions of the General Accounting
Office and reporting requirements of the Federal Government.

These bills are as follows:

H.R. 12118—To revise and restate certain functions and duties of
the Comptroller General of the United States. This bill, requested by
the Comptroller General, would give the Comptroller General some
new audit responsibilities—as in the case of nonappropriated funds—
and remove others, either by transfer to the executive branch—as in
the case of transportation payment audits—or by decreasing the fre-
quency of audits from 1 year to 3 years.

LR, 12181—To direct the Comptroller General of the United States
to conduct a study of the burden of reporting requirements of Federal
regulatory programs on independent business establishments. This
bill, introduced by our colleague, Mr. Yatron, has numerous cosponsors
and reflects a problem of great concern and difficulty : How to balance
the needs of the Government and the public for certain types of busi-
ness information against the resulting burdens on industry, particu-
larly small business.

The Comptroller General, who was given certain responsibilities for
monitoring Federal regulatory reporting requirements on business by
an amendment to the Alaska Pipeline Act, will tell us what he is doing
in this area, and will give us his views on the proposed legislation.

()
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H.R. 14718—To discontinue or modify certain reporting require-
ments imposed on Federal agencies by sfatute. This bill is the direct
result of a study conducted %y the General Accounting Office at my
request, in the interest of eliminating reports no longer considered
necessary, and of modifying others to produce more useful informa-
tion.

This bill has been checked out with the House committees and, T
believe, has no controversial elements. A few adjustments may be
made to incorporate suggestions which we have received. Substantial
savings would result from enactment of this bill.

[The bills, H.R. 12113, ILR. 12181, and H.R. 14718, follow :]
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IN THE IHOUSE OI' REPRESENTATIVES

Drcemper 21, 1973

My, Tourreen (for himself and Mr. Tforron) (by rvequest) introduced the
following Will; which was referred to the Committee on Government
Operntions

A BILL

To revise and restate eertain funciions and duties of the Comp-

troller General of the United States and for other purposes.

1 * Be it enacted by the Senate and Iouse of Representa-
9 tives of the United States of America in Congress assembled,
3 That this Act may be cted as the “General Accounting
4 Office Actof 1973

5 TITLE I—STATISTICAL SAMPLING PROCEDURES
6 IN THE EXAMINATION OF VOUCHERS

7 Sic, 101. Subsection (a) of Public Law 88-521, ap-

8 proved August 30, 1964 (31 U.S.C. 82b-1(a)), is
9 amended to read:
10 “(a) Whenever the head of any department or agency

11 of the Government or the Commissioner of the District of
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2
Columbia determines that economies will result therefrom,
such agency head or the Commissioner miy prescribe the

use of adequate and effective statistical sampling procedures

[N C R R Y

in the examination of disbursement vouchers not exceeding
such amounts as may from time to time be prescribed by the
Comptroller General of the United States; and no certifying

or disbursing officer acting in good faith and in conformity

® A & o

with such procedurcs shall be held liable with respect to any

9 ‘certiﬁcation or payment made by him on a voucher which
10 was not subject to specific examination becuuse of the pre-
11 scribed statistical sampling procedure: Provided, That such
12 officer and his department or agency have diligently pursued
13 collection action to recover the illegal, improper, or incorrect
‘14‘ ‘payment in aceordance with procedures prescribed by the
15 Comptroller General. The Comptroller General shall include
16 in his reviews of accoﬁnting systems an evaluation of the
17 adequacy and effectiveness of procedures cstablished under

18 the authority of this Aet.”

19 TITLE TI—AUDIT OF TRANSPORTATION
20 PAYMENTS
21 Src. 201. (a) Section 822 of the Transportation Act of

22 1940, as amended (49 U.S.C. 66), is farther amended by
_23 deleting fl_‘-om-subsection (a) the first sentence theredf and

24 substituting therefor the following : “Payment for transporta-

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2
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3
tion of persons or property for or on bebalf of the United
States by any carrier or forwarder shall be made upon pres-

entation of bills therefore prior to audit by the exccutive

B o b KM

agency or agencies designated by the Director of the Office
of Management and Budget, but the right is reserved to the
United States Government to deduct the amount of any over-

charge by any carrier or forwarder from any amount subse-

®w =X & »

quently found to be due such carrier or forwarder. This docs
9 mnot affect the authority of the General Accounting Office to
10 make audits in accordance with the Budget and Accounting
11 Act, 1921, as amended (31 U.8.C. 41), and the Account-
12 ing and Auditing Aect of 1950, as amended (31 U.8.C.
13 65).”

14 SE0. 201. (b) Section 322 of the Transportation Act of
15 1940, as amended (49 U.B.C. 66), is further amended by
16  deleting from the second proviso of subsection (a) the words
17 “the General Accounting Office’” in the two places where
18 they appear and substituting therefor in the first place the
19 words “the exccutive agency or agencies designated by the
20 Director of the Office of Management and Budget,” and in
21 the second place the words “such executive agency .

22 Sre. 201. () Scetion 322 of the Transportation Act of
23 1940, as amended (49 U.S.C. 66), is further amended by

24 redesignating the present subsection (b)” as subsection
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4
1 “(e),” the present subsection “c” as subsection “d”, and in-
2 serting the following new subseetion (b) :
3 “(b) Nothing in subsection (a) hercof shall he decmed
4 to prevent any carrier or forwarder from requesting the
5 Comptroller General to review the action on lis elaim hy
G the exccative agency designated by the Dircctor of the Office
7 of Manngement and Budget: Provided, however, That such
8 request shall be forever barred unless received in the General
9 Accounting Office within six months (not including any time
10 of war) from the date the action was taken or within the
1L periods of limitation specified in the second proviso in sul-
12 coction (a) of this section, whichever is lator.”
13 Sec. 202, (a) Incident to the transfer of functions to
14 an execntive ageney under section 801 of this Act, there
15 shall be transferred to such ageney such records, property,
16 personnel, appropriations, and other fands of the General
17 Accounting Office ns the Comptroller General and the Di-
18 rector of the Office of Management and Budget, after eonsnl-
19 tation with the ageney concerned, shall jointly determine,
20 (b) The transfer of personnel pursuant to subscetion (a)
21 of this section shall he without reduction in classification or
22 compensation for one year after such transfer.,
A Sec. 203, The transfer of funetions authorized by see-
44 tions 201 and 202 of this Act shall he fully effected not later

25 than July I, 1976,
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b
1 TITLE TII—AUDIT OF NONAPPROPRIATED
2 I'UND ACTIVITIES
3 Skc. 301, (1) The operations of nonappropriated funds
4 and related activities within the executive branch, such as
5 the Army and Air Foree lxchange Serviee, Navy Ex-
6 changes, Marine Corps Exchanges, Const Guard Exchanges,
aud lixchange Couneils of the National Acronautics and
o Wpace luinistration, the xystems of accounting and internal
g contre and any internal or independent audits or reviews
10 * -uch funds and activities, nuless otherwise provided by
11 low hall be subject to review by the Comptrolier General
12 of Jie United States in aceordance with such principles and
13 procedures and under such rules and regulations as he may
14 preseribe. The Comptroller General and his duly authorized
15 representatives shall have access to such Dbooks, secounts,
16 records, documents, reports, files, and other papers, things,
17T or property relating to such fundy and activities as are
18  deemed neeessary by the Comptroller General,
19 (b) To aid the Comptroller General in plaming audits
90 or reviews under subscetion (a) of this section, each non-
21 appropriated fund activity within the exccative hranch of
92 the (overnmient shall furnish to the Comptroller General
23 gt such times and in such form as he shall require an-annual.

24 yeport of the operations of such activity, including ‘an an-.
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6
1 nual statement of financial operations, finuncial condition,
2 and cash flow.
3 TITLE IV—EMPLOYMENT OF EXPHERTS AND
4 : CONSULTANTS
SEC. 401. (a) The Comptroller General is authorized

Sy o

to employ not to exceed ten experts on a permanent, tempo-

rary, or intermittent basis and to obtain services as anthorized

W -3

by section 3109 of title 5, United States Code, but in either
9 case at a rate (or the daily equivalent) for individuals not

10 to exceed the rate for level V of the Execcuative Schedule (5

11 U.8.C. 5316).

12 (b) The provisions of sections 3323 (a), 5532, and 8344
13 of title 5, United States Code, and any other Jaw prohibiting

14 or limiting the recmployment of retired officers or employees

15 or the simultaneous receipt of compensation and retired pay

16 or annuities shall not apply to individuals employed as ex-

17  perts or consultants under subscction (a) of this section.

18 TITLE V—GENERAL ACCOUNTING OFFICE

19 BUILDING

20 Sec. 501. Notwithstanding any other provision of law,

21 the Comptroller General shall have exclusive custody and

22 _ control over the General Accounting Office Building, includ-

23 ing the operation, maintenance, repairs, alt erations, and

24 assignment of space therein. The Comptroller General and

25 the head of any Federal agency may enter inio agreements
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7
for space to be occupied in the General Accounting Office
Building by such agency at such rates as may be -agreed

upon. Amounts received by the General Accounting Office

= W D =

_pursuant to such agrecments will be deposited to the appro-
5 priation initially eharged for providing operation, mainte-
6 nance, repair and alteration services with respect. to such
7 space. The Comptroller General is authorized to lease build-
'8 ings or parts of buildings in the District of Columbia (with-
9 out regard to section 34 of title 40, United States Code) or
10 elsewheroe for the use of tho General Accounting Office for a

11 period not to exceed ten years.

12 TITLE VI--AUDITS OF GOVERNMENT

13 CORPORATIONS

14 AMENDMENTS TO T1{E GOVERNMENT CORPORATION

15 , CONTROL ACT

16 Sec. 601. (a) Section 105 of the Government Corpora-

17 tion Control Act (31 U.8.C. 850) is amended by adding
18  thereto the following sentence: “Effective January 1, 1978,
19 each wholly owned Government corporation shall be audited
20  at least once in every three years”.

21 {b) The first sentence of section 106 of such. Act (31
22 U.B.C. 851) is amended to read as follows: “A report of
23 each audit conducted under section 105 shall be made by

24 the Comptroller (eneral to the Congress not later than six
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8
1 and one-half months following the close of the last year

covered by such audit”,

[

3 (e) Section 202 of such- Act (31 U.8.C. 857) is

4 amended by adding thereto the following sentence: “Effec-

5 tive Jamuary 1, 1978, each mixed-ownership Government

6 corporation shall be audited at least once in every three *
7 years”,

8 (d) The first sentence of section 203 of such Aet (31 “
9 U.B.C. 858) is amended (o read as follows: “A report of

10 cach audit conducted under section 202 shall be made by
11 the Comptroller General to the Jongress not later than six
12 and one-half months following the close of the last year
13 covered by such audit”.

14 AMENDMENTS TO THE FEDERAL DEPOSIT INSURANCE ACT
15 SBC, 602. (a) Section 17(b) of the Federal Deposit
16 Inswrance Aet (12 U.S.(L 1827 (b)) is amended by adding
17 thereto the following sentence: “The Corporation shall be
18 audited at least once in every three years”,

19 (b) The first and second sentences of section 17 (¢) of
20 such Aet (122 U.S.(. 1827 (¢)) are deleted and the follow-
21 ing is inserted in their place: “A report of each audit con-
22  ducted under subsection (h) of this section <hall e made
23" by the Comptroller General to the Congress not later than
24 six and one-half months following the close of the last .ymr

25 covered by such audit”.
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9
1 AMENDMENT TO FEDERAL CROP INSURANCE ACT .
2 Spe. 603. Seetion 513 of the Federal Crop Insurance

jo)

Act (52 Stat. 76; 7 US.C. 1513) is amended to read as

b

follows: “The Corporation shall at all times maintain com-

<

plete and aceurate books of accounts and shall file annually

<

with the Sceretary of Agriculture a complete report as to

7 the business of the Corporation”.

8 AMENDMENTS TO THE HOUSING AND URBAN
9 DEVELOPMENT ACT OF 1968
10 Spo. 604, Section 107 (g) of the Housing and Urban

11 Development Act of 1968 (12 U.B.C. 1701 (g)) s

12 amended by:

13 (1) adding a new sentence at the end of 'subpara-
14 graph' (1) thercof as follows: “Such audit shall he
15 made at least once in every three years”.

16 (2) substituting the following senteuce in lien of
17 the first sentence in subparagraph (2) thereof: “A re-
18 port of each such audit shall be made by the Comp-
19 troller General to the Congress not later than six and
20 onc-half months following the close of the last year
21 covered by such audit”,

22 . AMENDMENT TO DISTRICT OF COLUMBIA

23 : REDEVELOPMENT ACT OF 1945

24 Skc. 603. Section 17 of the District of Columbia® Re-

25  development Act of 1945 (60 Stat. 801) is amended by
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.

deleting the word “annual” from the clause “such hooks
shall be subject to annual audit by the Gencral Accounting
Office”.

TITLE VII-REVISION OF ANNUAIL AUDIT
5 REQUIREMENTS

B W

6 AMENDMENT TO FEDERAL PROPERTY AND ADMINISTRA-
7 TIVE SERVICES ACT OF 1949

8 Sec. 701. Section 109 (¢) of the Federal Property
9 and Administrative Serviees Act of 1949 (40 U.S.C.
10 756 (e) ) is amended to read as follows :

1 “(e) (1) As of June 30 of each year, there shall be
12 covered into the United States Treasury as miscellancous re-
13 ceipts any surplus in the General Supply Fund, all assets, lia-
14 bilities, and prior losses considered, above the amounts trans-
15 ferred or appropriated to establish and maintain said fund.

16 “(2) The Comptroller General shall make andits of the
17 General Supply Fund in accordance with the provisions of
18 the Accounting and Auditing Act of 1950 and make reports
19  on the results thercof.”

20 AMENDMENT TO THE FEDERAL AVIATION AT OF 1958
21 SEc. 702. That part of the second sentence of section
22 1307 (f) of the Federal Aviation Act of 1958 (49 U.S.C.
23 1537 (f) ) which precedes the proviso is amended to read as
24 follows: “The Secretary shall maintain a set of accounts

25 which shall be audited by the Comptroller General in ac-
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1 cordance with the provisions of the Accounting and Auditing
Act of 1950”.

AMENDMENT WITH RESPECT TO THE BUREAU OF

W

ENGRAVING AND PRINTING FUND
SEO. 703. Section 6 of the Act entitled “An Act to pro-
vide for financing ﬂle operations of the Bureau of Engraving
and Printing, Treasury Department, and for other purposes”

(31 U.8.C. 181d) is amended to read as follows: “The finan-

0w a1 o o

9 cial transactions, accounts, and reports of the fund shall be
10 aundited by the Comptroller General in accordance with the
11 provisions of the Accounting and Auditing Act of 1950”.

12 AMENDMENT WITH RESPECT TO TIIE VETERANS'

13 CANTEEN SERVICE

14 SEc. 704. Section 4207 of title 38, United States Code,
15 is amended to read as follows:

16  «§ 4207, Audit of accounts.

17 “The Service shall maintain a set of accounts which shall
18 he audited by the Comptroller General in accordance with
19 the provisions of the Accounting and Auditing Act of 1950”.
20 AMENDMENT WITH RESPECT TO THE IIGHER

21 EDUCATION INSURED LOAN PROGRAM

22 SEc. 705. Paragraph (2) of section 432 (b) of the
23 Higher Education Act of 1965 (20 U.8.C. 1082 (b) (2))
24 i3 amended to read as follows:

25 “(2) maintain with respect to insurance under this

35-646 O - 74 - 2
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1 part a set of accounts, which shall be audited by the
2 Comptroller General in accordance with the provisions
3 of the Accounting and Auditing Act of 1950, except
4 that the transactions of the Commissioner, including thie
5 - settlement of insurance claims and of claims for pay-
G ments pursuant to section 428, and transactions related
7 thereto and vouchers approved by the Comunissioner in
8 - eonneetion with such transactions, shall be final and con-
9 clusive upon all accounting and other officers of the
10 Government”,

11 (b) Scction 402 (a) (2) of the Housing et of 1950

12 (64 Stat. 78; 12 U.8.C, 1749a (a) (2) ) is mmended to read

13 as follows:

14 “(2) maintain a set of accounts which shall he
15 audited by the Comptroller General in accordanice with
16 the provisions of the Accounting and Auditing Act of
17 1950: Procided, That such financial transactions of the
18 Administrator as the making of loans and vouchers ap-
19 proved by the Administrator in conneetion with such
20 financial transactions shall be final and conclusive npon
21 all officers of the Govermmuent.”

22 AMENDMENT TO T FEDERAL CREDIT UNTON ACT
23 Suc. 706, Section 209 (b) (2) of the Federal Credit

24 Union Act as added by scction 1 of Public Law 91-468 (12
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1 U.S.C. 1789 (b) (2)) is amended hy deleting the word “an-
2 nually” therefrom.

3 AMENDMENT WITH RESPECT TO AUDIT OF TITE GOVERN-
4 MENT PRINTING OFFICE

5 Skc. 707. The third sentence of subsection 309 (¢) of
6 itle 44 of the United States Code is amended to read as fol-
7 lows: “The Comptroller General shall audit the activities of
8 the Government Printing Office at least once in every three
9 years and shall furnish reports of such audits to the Congress

10 and the Publie Irinter.”.
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"2 H, R, 12181

IN THE HOUSE OF REPRESENTATIVES

January 21,1974

Mr. Yarrow introduced the following bill; which was referred to the Com-
mittee on Government Operations

A BILL

To direct the Comptroller General of the United States to con-
duct a study of the burden of reporting reguirements of
Ifederal regulatory programs on independent business estab-
lishments, and for other purposes.

1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That this Act may be cited as the “Federal Paperwork
Burden Relief Act”.

SEc. 2. The Comptroller General of the United States
shall conduct & study of the reporting requirements of Ied-

eral regulatory programs, to determine the exfent to which

X 2 o o B W

thesc requirements may be revised to lessen the hurden upon

9 small and independent business establishments. The Comp-
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1 troller General shall complete the study within one year
2 of the cnactment of this Act and shall make a report to the
3 Congress thercon within one ycar of the date of enactment
4 of this Act. Such report shall contain the recommendations
5 of the Comptroller General for such administrative actions

6 and legislative cnactments as he may deem appropriate.
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21 SESSION 1 47 1 8
@ L ]

IN THE IIOUSE OF REPRESENTATIVES

Mav 9,197

Mr. Honmmenp (for himself and Mr. Iorrax) introduced the following Lill;
which was referred to the Conmmittee on Government Operations

A BILL

To discontinue or modify certain reporting requirements of law.
1 Be it enacted by the Senate and House of Lepresenta-

9 tives of the United States of America in Congress assembled,

[V

That the following reporting requirements, which relate to

4 the submission of certain reports to Congress or other Gov-

P

ernment authority; are hereby repealed, as follows:

6 “REPORTS UNDER MORE THAN ONE AGENCY

7 “(1) The annual report to the appropriate committees
8 of both Ilouses of Congress concerning grants for basic
9 scientific research (72 Stat. 1793; 42 U.S.C. 1893).

10 “(2) The report from time to time to the Congress,
11 by the Attorney Gencral, the Secretary of the Interior,

12 and the Secretary of the Navy, concerning the conditions
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1 specified in section 1 of Public Law 83-547 involving facil-

2 ities to provide waler for Irrigation, cte., from the San
3 Margarita River, Californin (68 Stat. 578).

4 “REPORTS UNDER TIE DEPARTMENT OF COMMERCE

5 “(3) The anmual report to Congress showing total

6 expenditures for food and other subsistence supplics, for

7 resale to cmployees of the Department of Commerce and

8 other I'ederal agencics, and their dependents in Alaska

9 and other points outside of the continental United States,
- 10 and the proceeds from such resales (63 Stat. 908; 15 U.S.C.

11 1514(b)).

12 “(4) The annual report to Congress, through the

13 Treasury Department, of claims not to exceed $500 settled

14 under the Act of June 5, 1920, and the amounts so ascer-

15 tained and determined to be due the claimants (41 Stat.

16 1504; 33 U.S.C. 853). |

17 “R‘EPOI{TS UNDER TIE DEPARTMENT OF DEFENSE

18 “(5) The annual report to the Congress by the Scere-

19 tary of the Air Force on the number of officers in the exceu-

20 tive part of the Depariment of the Air Foree and the justifica-

21 tion thercfor (10 U.8.C. 8031 (c) ).

22 “(6) The quarterly report by the Sceretary of the

23 Army to the Congress on the number of officers in the execu-

24 tive part of the Department of the Army, the number of
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1 commissioned officers on or with the Army UGeneral Staff
2 and the justification therefor (10 U.S.C. 3031 (c) ).
3 “(7) The quarterly reports by the Secrctary of Defense
4 to the Committees on Appropriations of the Senate and
5 ITouse of Representatives concerning items ordered, but yet
6 to be delivered, against reserves of unobligated amounts of
7 allocations for military assistance and, those reimrts Te-
8 quired not less often than cach quarter containing a detailed
9 breakdown, on a delivery or scrvice-rendered basis, on all
10 military assistance funds allocated and available to the De-
11 partment of Defense as of the end of the preceding quarter
12 (69 Stat. 439; 70 Stat. 755) .

13 “REPORTS UNDER TI[E DEPARTMENT OF I[IEALTH,

14 EDUCATION, AND WELFARE
15 “(8) The annual report of the National Center for

16 Deaf-Blind Youths and Adults, through the Secretary of the
17 Department of Health, Education, and Welfare, to the Con-
18 gress with comments and recominendations as the Secretary
19 deems appropriate (81 Stat. 251; 29 U.S.C. 42a(c) (2)).

90 “REPORTS UNDER TIIE DEPARTMENT OF HOUSING AND

21 URBAN DEVELOPMENT
22 “(9) The annual report by the Seeretary to the Com-

23 mittee on Banking and Currency of the House of Represent-.
94 atives and the Conmiitice on Banking, Housing and Urban

25 Affairs, of the Senate identifying specific areas of program
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1 administration and managemerit which require improvement,

2 deseribing aetions taken and proposed for the purpose of
3 making such mprovements, and recommending such legis-
4 lation as may be necossary to accomplish such improvements

5 (82 Stat. 477; 84 Stat. 1816; 12 U.S.C. 1701 ¢ note}.
6  “REPORTS UNDER TIIIi DEPARTMENT OF TITE INTERIOR
7 « (10) The annual report by the Secretary to the Presi-
8 dent, and transmitted by the President to the Congress, re-
9 lating to a program to develop, preserve, and restore the re-
10 sources of the IIndson River as required by section 3 of
11 Iublic Law 89-6G05, asx amended (80 Stat. 848; 84 Stat.
12 203).
13 “(11) The annual report to the Congress by the Sce-
14 yetary on acquisitions of land and interests in land, or agree-
15 ments entered into with respect to land, necessary to pre-
16 serve, protect, and improve Antietam Battleficld, Maryland
17T (74 Stat. 80; 16 U.8.C. 43000)
18 “(12) The annual rcport to the Congress by the Sce-
19 retary on actions taken under the program for scaling of
20 abandoned coal mines or the filling of voids in abandoned
21 coal mines (69 Stat. 353; 76 Stat. 935; 30 U.8.C. 575).
22 “(13) The annual report to the Congress by the Scere-
23 tary, acting through the Burcau of Mines, on the activities

24 of, expenditures by, and donations to, the research laboratory
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1 in the lignite-consuming region of North Dakota (G2 Stat.

2 85;30 U.8.C. 403).

3 “(14) The annual report to the Congress hy the Sec-

4 retary on the operations of programs to stimulate cxploration

5 for minerals within the United States, its territories and pos-

6 sessions together with his recommendations regarding the

7 need for such programs (72 Stat. 701; 79 Stat. 1312; 30

8 T.S.C.645).

9 “(15) The reports to the Congress by the Sceretary of
10 all laws passed by the Legislature of Giuam as reported to the
11 Sceretary Dy the Governer of Guam (64 Stat. 389; 48
12 U.S.C. 14231).

13 “(16) The annual progress report, through the Secre-
14 tary, by the tribal business committee representing the full-
15 hiood group of the Ute Indian Tribe of the Uintah and Ouray
16 Reservation in Utah, of its activities and the expenditures
17 authorized under Public Law 83-671 (68 Stat. 877; 25
18 178.0.67Tw).

19 “(17) The report to the (‘ommiittees on luterior and
20 Tpsular Affairs of the Senate and louse of Representatives,
21 on every loan made under the Act of November 4, 1963,
22 public Law 88-168 (77 Stat. 301; 25 U.S.C. 70n-3).

2 “(18) The semiannual report to the Congress of nego-
24 +oted contracts for the disposition of materials or products

% on public lands (76 Stat. 588 30 U.8.C. 602(h)).
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1 “(19) The annual report to the Coongress by the Secre-
2 tary on all agrcements whereby the Uniled States or its
3 lussees, shall be compensated for drainage of oil or gas from
4 TUnited States-owned land resulting from wells drilled on
5 adjacent lands (74 Stat. 783; 30 U.S.C. 226 (g)).

6 “(20) The submission to the President of the Senate
7. and the Speaker of the ITousc of Representatives of copics of
8 grants, contracts, and other matching arrangements, sixty
9 days prior to award of same, under section 200 (a) of the
10 Water Resources Research Act of 1964 (80 Stat. 130; 42
11 U.8.C.1961b(b)).

12 “(21) The report to Congress by the Secrctary, from
13 time to (e, on classifications and reclassifieations of reela-
TE uation project lands (53 Stal, (193 43 U.S.CL 485g (1)) .
15 “(22) The report to the Congress by the Seerelary,

16 at the end of cach five-year period after incorporation of
17 Boulder City concerning the nced for assistance to the mu-
18 nicipality for us water supply (72 Stat. 1734).

19 “gErorTs UNDER TIIE DEPARTMENT OF TRANSPORTATION
20 “(23) The sewmianunal report fo appropriate commit-
21 tees of the Congress by the Seerctary on agreeinents pro-
22 viding for the detail of members of the armed services to the
23 Tederal Aviation Administration (72 Stat. 745; 49 U.S.C
24 1343 (a) (3)).
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1 “(24) The biennial authorization requests to the Con-
2 gress by the Secretary together with his recommendations
3 regarding adjustments in the schedale for liquidation of ob-
4 ligations pursuant to scetion 4 (d) of the Urban Mass Trans-
5 portation Act of 1964 (84 Stat. 965; 49 U.S.C. 1603 (d}).
6 “REPORTS UNDER TIIE ATOMIC ENERGY COMMISSION
7 “(25) The tricnnial report to the Joint Committee on
8 Atomic Energy by the Commission on a full review of its
9 activities under the Atomic Energy Community Act of 1955
10 (69 Stat. 483;42 U.S.C. 2314).
11 “REPORTS UNDER TTE OFFICE OF ECONOMIC OPPORTUNITY
12 “(26) The annual report to the Congress submitted by
15 the Director through the President concerning officers or
1t cmployees whose compensation is subject to the limitation
15 set forth in section 610-1 (a) of the Economic Opportunity
16 Act of 1964 and who were receiving at the end of the fiscal
17 year a salary of $10,600 or more per year (80 Stat. 1470;
18 42 UR.C. 2951 (b)).”
19 Sec. 2. The frequencies of submission of the following
20 reports to the Congress or other Government authority are
21 hereby modified as follows:
22 “(1) From quarterly to semiannual submission to the
23 President and to the Congress by the Secretary of Commerce
24 of a report on his operations under the Export Administra-

25 tion Act of 1969 (83 Stat. 846; 50 U.B.C. App. 2409).
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1 “(2) From semiannual to annual submission to the
2 Committees on Armed Services of the Senate and the Tlouse
3 of Representatives by the Sccrctary of Defense of a progress
4 report on the eataloging prograin and a report on the prog-
5 ress of the standardization program (10 U.S.C. 2455).
6 “(3) From not less often than quarterly fo annual
7 submission to the Congress by the I'ederal Civil Defense
8  Administrator of a report on contributions to the States for
9 civil defense purposes (report now required from the Secre-
10 tary of Defense pursuant to Reorganization Plan Numbered
11 of 1958, 72 Stat. 1799, as implemented by Executive
12 Order Numbered 10952, 26 1.R. 6577) (64 Stat. 1251; 50
13 U.B.C. App. 2281 (i)).
14 “(4) From semiannual to annual subiission to the
15 Congress, by the Secretary of Deleuse, of reports concern-
16 ing lethal and nonlethal chemical and biological agents (83
17T Stat. 209; 50 U.S.0. 1511).
18 “(5) Trom semiannual to anuual submission to the
19 Committees on Armed Services of the Senate and House of
20 Representatives, by the Seerctary of cach military depart-
21 ment, on the adwministration of (10 U.S.C. 2674—2674
2 (1)),
23 “(6) Trom as soon as possible after the approval of
24 any project to annual submission to the Congress of a report

25 by the Seerctary of the Department of Health, Education,
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1 and Welfare on projects approved under section 1120 (a)

9 of the Social Security Aet (81 Stat. 920; 42 U.S.C. 1320

3 (b)).

4 “(7) Trom semiannual to annual submission to the

5 Speaker of the Iouse of Representatives and the President

6 of the Scnate, hy the Sceretary of the Interior, of a report

7 on all actions taken pursuant to Public Law 87-626 (76 Stat.

8 427; 43 U.S.C. 31(¢c)).”

9 Sgc. 8. To modify substantive aspects of certain require-
10 ments to report to Congress or other Government authority,
11 the following provisiors of law ave hereby amended as fol-
12 lows:

13 (1) Scction 410 (d) of Public Law 91-121, approved
14 Novewber 19, 1969 (83 Stat. 212; 50 U.S.C. 1436 (d) ).
15 is hereby amended to read as follows:

16 “(d) The Sceretary of Defense shall, not later than De-
17 cember 31 of cacl vear, file with the President of the Sen-
18 ate and the Speaker of the House of Representatives a report
19 on persons who have filed reports with him for the preceding
20 fiseal year pursuant to subsections (b) (1) and (b) (2) of
91 this section. The Sceretary shall include in the report sueh
99 information as he deems appropriate and shall list the de-
93 fense contractors for whom these persons worked or for

94 whom they performed services.”
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1 (2) Section 1308 (b) of title 5 of the United States
2 Code is hereby amended to read as follows:
3 “(b) The Commission shall report annually to the Pres-
4 ident for transmittal to Congress on the administration of

5 chapter 41 of this title, including the information received by
6 the Commission from the agencies under section 4113 (b)
(3) of this title.”

(8) Section 705(d) of the Civil Rights Act of 1964
9 (78 Stat. 258; 42 U.S.C. 2000e—4 (d) ) is hercby amended

® -3

10 toread as follows:

11 “(d) The Commission shall at the close of cach fiscal
12 year report to the Congress and to the President concerning
13 the action it has taken and the moneys it has dishursed. It
14 shall make such further reports on the cause of and means
15 of climinating discrimination and such recommendations for
16 further legislation as may appear desirable.”

17 (4) Scction 4 (d) of the Federal Water Power Act, as
18 amended (49 Stat. 840; 16 U.S.C. 797(d)), is hereby
19 amended to read as follows:

20 “(d) To make public from time to time the information
21 sceured hercunder and to provide for the publication of its
22 reports and investigations in such form and manner as may
23 be best adapted for public information and use. The Com-
24 mission shall submit, as part of its annual report to the Con-

25 gress for the fiscal year preceding, a classified report show-
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1 ing the permits and licenses issned under this part, and in
2 cach case the parties thereto, the terms prescribed, and the
3 moneys received if any, or account thereof.”

4 (5) Section 8 of the Fair Packaging and Labeling Act
5 (80 Stat. 1300; 15 U.S.C. 1457) is hereby amended to
6 read as follows:

7 “Sgc. 8. Each oflicer or agency required or authorized
8 Dy this Act to promulgate regulations for the packaging or
9 labeling of any consumer commodity, or to participate in the
10 development of voluntary product standards with respect to
11 any consumer commodity under procedures roferred to in
12 section 5 (d) of the Act, shall transmit to the Congress cach
13 year a report containing a full and compleie deseription of
Tt {he activities of that officer or ageney for the administration
15 aud enforecment of this Aet during the preceding fiscal year.
16 A1l agencies except the Federal Trade Conunission shall
17 gubmit their report in January of each year. The Federal
18 7yade Commiission shall include this report in the Commis-
19 gjon’s annual report to Congress.”

20 (6) Scction 2304 (¢) of title 10 of the [Inited States
21 (ode is hereby aniended to read as follows:

22 “(e) A report shall be made to Congress, on May 19
23 and November 19 of each year, by cach agency subject to
24 {is chapter, cxcept the National Acronautirs and Space

25 Administration, of the purchases and contracts made under
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1 clauses (11) and (16) of subscetion (a) during the period

2 since the date of the last report. The report shall—

3 “(1) name cach contractor;

4 “(2) state the amount of cach contract; and

5 “(3) describe, with consideration of the national
6 security, the property and scrvices covered by each
7 contract.”

8 (7) Scction 3(c) of the National Labor Relations

9 Act (49 Stat. 451; 29 U.S.C. 153 (¢)) is hereby amended
10 to read as follows:

11 “(c) The Board shall at the close of cach fiscal year
12 make a report in writing to Congress and to the President
13 stating in detail the cases it has heard, the decisions it has
14 rendered, and an account of all moneys it has disbursed.”
15 (8) Section 10(a) of the Small Business Act, as
16 amended (75 Stat. 666; 15 U.S.C. 639 (a)) is hereby
17 amended to read as follows:

18 “(a) The Adwinistration shall make a report on Decem-
19 ber 31 of cach year of operations under this Act to the
90 President, the President of the Senate, and the Speaker of
91 the ITouse of Representatives. Such report shall provide
99 summary information on business concerns for whom financ-
93 ing is arranged by the Administration, together with the

924 amounts involved.”

35-648 O - T4 - 3

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2



Approved For Release 2005/03/29 :301A-RDP77M00144R001100060005-2

Chairman HovrrrreLn. We will hear the Comptroller General on all
the matters before us. Then, we will proceed to hear other Govern-
ment witnesses, Members of Congress, and others.

Comptroller General Staats, will you take the stand ? :

I want to express my personal pleasure at seeing my old friend Bob
Keller here this morning. It has been quite awhile since he has been
before us. We are glad to see you back at work, Bob. T know you have
been working for quite awhile since your hospital trip. I am glad to
see you feeling better, in fact, well enough to take on Congress this
morning.

Mr. Kerer. Thank you, Mr. Chairman. You are very kind.

Chairman Hovirierp. Mr. Staats.

STATEMENT OF ELMER B. STAATS, COMPTROLLER GENERAL OF
THE UNITED STATES; ACCOMPANIED BY ROBERT F. KELLER,
DEPUTY COMPTROLLER GENERAL; PAUL G. DEMBLING, GEN-
ERAL COUNSEL; PHILLIP S. HUGHES, ASSISTANT COMPTROLLER
GENERAL; E. H. MORSE, JR., ASSISTANT COMPTROLLER GEN-
ERAL; T. E. SULLIVAN, DIRECTOR, TRANSPORTATION AND
CLAIMS DIVISION; WILLTAM CONRARDY, DIRECTOR, OFFICE OF
PROGRAM PLANNING; CLERIS P. PIN, DIRECTOR, OFFICE OF
ADMINISTRATIVE PLANNING AND SERVICES; RICHARD R.
PIERSON, ASSISTANT GENERAL COUNSEL; THOMAS F. WILLIAM-
SON, SENIOR ATTORNEY; JOHN LANDICHO, ASSOCIATE DIREC-
TOR, GENERAL GOVERNMENT DIVISION; BERTRAM H. ROSEN,
ASSISTANT DIRECTOR, FINANCIAL AND GENERAL MANAGE-
MENT STUDIES DIVISION; JAMES KARDOKUS, SUPERVISORY
AUDITOR, FINANCIAL AND GENERAL MANAGEMENT STUDIES
DIVISION; AND ROGER L. SPERRY, LEGISLATIVE ADVISER, OF-
FICE OF CONGRESSIONAL RELATIONS

Mr. Staars. T might add T am also glad that he is here. We appreci-
ate your arranging for this hearing. We appreciate very much the
heavy load which this committee has had, particularly this year. There
have been a great many important pieces of legislation which you have
had to consider.

I would like to say a word to you. While T have appeared before this
committee a great many times before becoming Comptroller General,
this is the first time I have been here on a matter affecting our organic
statute, the Budget and Accounting Act of 1921. I: looking back over
the record, it appears that possibly this is the first time in 25 years that
this committee has had to address itself to the general authorities and
Tunctions of the General Accounting Office.

Chairman Hotrrierp. I think this probably proves that the original
Budget and Accounting Act, and the amendments of 1950, were very
fine statutes. They were well drafted.

Mr. Staarts. That is right.

Chairman Horrrrern. And T believe they are accomplishing the pur-
poses that Congress wanted to accomplish.
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Mr. Staars. We think the 1921 act stood up very well. The 1950
legislation was another landmark. These two statutes provide, we
think, a very good general charter for the role and functions which
our office plays.

Chairman Hovrrierp. It is very unusual for a statute to remain in
effect that long without frequent changes. I think it is a remarkable
record. I think it has served the Congress and the people well.

You may proceed.

Mr. StaaTs. You have already stated the three bills for which we
afrPi appearing here today, so T will start with page 2 of my statement,
if T may.

As you know, H.R. 12113 was drafted and submitted by our office.
The bill contains provisions that we consider important to make our
operation more eflicient, and to give us somewhat more flexibility in
carrying out statutory responsibilities assigned us by the Congress. I
would like briefly to discuss cach of the seven titles in the bill.

TITLE I, STATISTICAL SAMPLING PROCEDURES IN THE EXAMINATION OF
VOUCIIERS

Public Law 88-521, approved August 30, 1964, gives heads of depart-
ments and agencies and the Commissioner of the District of Columbia
the authority to allow the use of statistical sampling in the examina-
tion of disbursement vouchers for amounts less than $100.

The law also provides that certifying and disbursing officers acting
in good faith and using such procedures are relieved of liability for im-
proper certification of payment of vouchers that may not have been
examined because of the statistical sampling plan used.

Title I would amend subsection (a) of Public Law 88-521 so as to
eliminate the current $100 limitation on the amount of disbursement
vouchers subject to audit by statistical sampling and in its place would
impose a limitation of such amount as from time to time is prescribed
by the Comptroller General.

It also would add a new requirement that the Comptroller General
include in his reviews of accounting systems an evaluation of the ade-
quacy and effectiveness of procedures established under authority of
the amended act.

Since the original legislation, enacted in August 1964, the cost of
doing business has increased significantly. The Consumer Price Index
has risen from 93 for August 1964, to 144 for April 1974, a gain of 51
points.

The. result is that a great many disbursement vouchers previously
subject to sampling and, therefore, exempt from 100-percent audit now
must be audited due to increased costs and the $100 limitation imposed
by law. Agency savings are diminished because of the increasing num-
ber of vouchers over $100 that must be audited on a 100-percent basis.

The studies which resulted in this proposed legislation showed that
in the early 1960’ about 65 percent of all vouchers were under $100.
During 1970, the percentage of vouchers under $100 had dropped to
51 percent. A 1971 survey showed that only 12 agencies were using the
sampling procedure.

One department—dJustice-——reported that 95 percent of its vouchers
exceeded the $100 limitation. The executive agencies strongly support
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raising the limitation. Agencies reporting under the survey estimated
annual savings in excess of $1.5 million. By raising the ceiling to $250,
the savings would increase by about. 35 percent for the 12 agencies cur-
rently using the sampling procedure. Additional savings would be
achieved as other agencies find it worthwhile to use the sampling pro-
cedure under the higher ceiling.

The amended language authorizing the Comptroller General to es-
tablish the upper Iimit for disbursement vouchers that may be sam-
pled, and to change this limit from time to time as conditions warrant,
will avoid the current problem of having a limitation fixed by law that
only can be changed by the lengthy process of changing the law.

Nothing in the amending language will permit a department or
agency to use statistical sampling indiscriminately up to the limit es- .
tablished by the Comptroller General. Rather, each user will have to
demonstrate, by acceptable study, that economies will result up to the
limit they propose to use. Thus, we envision that varying limits that
are below the maximum established by the Comptrolier General will
be used by different agencies.

TITLE IT, AUDIT OF TRANSPORTATION PAYMENTS

Title IT, section 201, amends section 322 of the Transportation Act
of 1940, to continue the requirement, contained in the law since 1940.
for payment of carrier bills upon presentation, but inakes it clear that
the primary responsibility for the audit of transportation bills and
the recovery of overcharges is to be removed from the GAO and placed
in one or more executive agencies designated by the Director of the
Office of Management and Budget. The GAO transportation audit, re-
sponsibilities and related functions would then conform to the proce-
dures for the audit of Government pavments generally.

Section 202 provides for the transfer of the necessary records, prop-
erty, personnel, appropriations, and funds. Tt also provides certain
Job protection for transferred employces similar to that contained in
section 9(h) of Public Law 89-670, which created the Department of
Transportation.

Specifically, it provides for transfer without reduction in classifica-
tion or compensation for 1 year after such transfer. There has been
some concern about the extent of protection offered by the bill, and
when T complete my statement I would like to offer an amendment T
believe will clarify this provision.

Section 203 provides a time period within which to accomplish the
transfer of functions. The GAQ presently determines the correctness
of charges paid for freight and passenger transportation services fur-
nished for the account of the TTnited States.

This audit of Government transportation payments includes the
functions of recovering overcharges, settling transportation claims
both by and for the Government reviewing, evaluating, and reporting
on the transportation activities of Government agencies, and assisting
the agencies to improve their effectiveness in these activities.

Ordinarily, agencies that contract for goods and services determine
the correctness of charges therefor prior to paynient. Because the
complexities of determining the correctness of transportation rates
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and charges underlie delayed payment of carrier’s bills, the Trans-
portation Act of 1940 provided for payment prior to determining the
correctness of the charges, a determination that was then made in the
GAO as a part of the detailed, centralized audit of Government ex-
penditures.

We now propose that the entire transportation audit function, in-
cluding the settlement of claims, be transferred to the executive branch
not later than July 1, 1976, with GAO retaining its oversight respon-
sibilities as well as an appellate function enabling carriers to request
the Comptroller General to review cxecutive agency action on their
claims, -

The basic reason for proposing the transfer of this operation is that
by its very nature it is primarily an operating function of the exccutive
branch. Almost all of the transportation costs of the Government arc
incurred by executive branch agencies in the course of carrying out
their operations.

This being the case, the responsibility for determining that the
charges billed are technically correct belongs to the branch of Govern-
ment that procures the transportation services. Under the policy estab-
lished in the Budget and Accounting Procedures Act of 1950, this is
true for payments for all other types of services, and it should apply to
transportation as well.

The detailed transportation audit function is simply not consistent
with the general purposes, objectives, and responsibilities of the GAO
as they have been modernized over the past 25 years. Tts primary em-
phasis is now on cvaluating the efficiency, economy, and effectiveness
of executive agency management performance and on assisting the
Congress in its legislative and oversight work.

Responsibility for the detailed audit of transportation expenditures
should be vested in the executive branch, subject to overall review by
the GAO. This change would conform this large area of Federal ex-
penditure to the same concept of executive management control subject
to GAO post audit that applies to all other categories of expenditures.

TITLE III, AUDIT OF NONAPPROPRIATED FUNDS ACTIVITIES

Section 301(a) would authorize the Comptroller General, unless
otherwise provided by law, to review the operations, systems of account-
ing and internal controls, and any internal or independent audits or
reviews of nonappropriated funds and related activities within the
executive branch. .

Under this section the Comptroller General and his duly authorized
representatives would have access to such documentation relating to
these funds and activities as is deemed necessary.

Subsection (b) would require such nonappropriated fund activities
to furnish to the Comptroller General an annual report of the opera-
tions of their activity, including annual statements of financial opera-
tions, financial conditions and cash flow.

Since 1969, when large-scale improprieties in the administration of
the Army Exchange System first were disclosed, Congress has shown
considerable interest in having GAO conduct comprehensive audits of
nonappropriated fund activities. We have prepared numerous reports
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for the House Appropriations Committee, and the House Committee
on Banking and Currency. .

In May 1972, Robert Keller, the Deputy Comptroller General, testi-
fied before the House Armed Services Committee on the reports pre-
pared for the House Appropriations Committee. And in the Senate,
for the past several sessions bills have been submitted with language
nearly identical to the language now contained in title ITI.

The authority provided in section 301 would extend generally to
Instrumentalities that are established and operated under the control
of an executive department or agency for the bencfit of its personnel,
and that are financed from sources other than appropriations.

There has been some confusion over the types of funds and activities
that would be subject to GA QO review under this title. Therefore, when
I have completed my statement on this bill, T intend to offer an amend.-
ment that I believe will clarify the scope of GA() review authority
under this title.

The GAO does not propose to undertake the general responsibility
for auditing of nonappropriated fund activities. We belicve the pri-
mary responsibility should rest with the operating agencies concerned.
However, we do believe that we should have the authority to make
audits on a highly selected basis in order to test the adequacy of inter-
nal audit and other internal controls and to be able to respond to the
requests which we receive from Congress arising from specific com-
plaints or allegations as to misuse of these funds.

TITLE IV, EMPLOYMENT OF EXPERTS AND CONSULTANTS

Section 401(a) would provide the Comptroller General discretion
to employ on a full- or part-time basis up to 10 experts and to obtain
consultant services authorized by 5 17.8.C. 3109, at a rate of compen-
sation not to exceed level V of the Federal Executive Pay Act.

Subsection (b) would exempt individuals serving under subsection
(a) from restrictions upon reemployment of retired Federal employees
and simultaneous receipt of compensation and retired pay or annuities.

The GAO presently employs experts and consultants on a tem-
porary or intermittent basis, without prior approval of the Civil Serv-
1ce Commission, under the authority of and subject to the conditions
of 5 11.8.C. 3109, and a written agreement with the (‘ommission. Com-
pensation of these experts and consultants is limited to the rate for
grade GS-18, and they are subject to most, if not all, of the other lim-
itations enumerated above.

We believe that (GAO is unique among Federal agencies in that we
are called upon to perform tasks encompassing nearly the entire range
of skills needed by the Federal Government. No othor agency requires
such a diversity of skills. These skills often, however, are required for
only the relatively short period of time it may take to complete a par-
ticular program review.

The present restrictions on the acquisition of experts and consultants
thus present very real obstacles for the GAO in its quest for the best
available talent to serve the needs of Congress and discharge its in-
creasingly more diverse and complex responsibilities. It is for this rea-
son that provision of the proposed legislation is needed.

Y
B e —
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TITLE V, GENERAL ACCOUNTING OFFICE BUILDING

Section 501 would give the Comptroller General control of the Gen-
eral Accounting Office building; would provide for the subletting of
space therein to other agencies; and would authorize the Comptroller
General to lease additional space for the use of the General Account-
ing Office in the District of Columbia and elsewhere.

Tnsofar as the headquarters office is concerned, this would put GAO
in a position generally comparable to the Government Printing Office,
the Library of Congress, and the Architect of the Capitol.

The record as to why the General Accounting Office building was
placed under the jurisdiction of the General Services Administration
is not entirely clear but we assume that this arose from the fact that
when the building was initially authorized the GAO was not clearly
an agency of the legislative branch; it, was considered by some in the
nature of an independent agency somewhat comparable in status to
the indepenedent regulatory agencies. Under this assumption, it was
logical that GSA should have the responsibility for building and man-
aging space for GAO.

The GAO is now the only agency of the legislative branch whose
headquarters space is under the jurisdiction of the GSA. We believe
that managing our own building would be consistent with the pattern
established for other parts of the legislative branch. Moreover, we be-
Jieve that we should be completely frec of any concern that GAO audit
results are affected in any manner by differences of opinion which we
may have from time to time as to providing our space needs and the
audit of GSA space activities gencrally.

For example, the implementation of the new Federal buildings fund
in fiscal year 1975 is already proving to be quite controversial because
of the increased charges which are being placed upon agencies, includ-
ing the GAO.

We believe that our status as an arm of the legislative branch with
responsibility for giving the Congress our objective views with respect
to programs of the executive branch would be enhanced if we had re-
sponsibility for meeting our own space requirements.

There would be substantial savings in the GAQ’s budget and we be-
lieve that we have adequate personnel with administrative experience
to deal with the management of the GAO building. Obviously, we
would cooperate with the GSA where this would be in the interest
(()‘f both agencies, but the primary responsibility should rest with the

AO.

JTITLE VI, AUDITS OF GOVERNMENT CORPORATIONS

Title VT amends the Government Corporation Control Act, the Fed-
eral Deposit Insurance Act, the Federal Crop Insurance Act, and the
Housing and Urban Development Act of 1968, to provide for audits of
Government corporations at least once in every 3 years. Title VI
also removes the requirement for an annual andit from the District
of Columbia Redevelopment Act of 1945, and the Federal Home Loan
Bank Act.

Presently, Government corporations are required to be audited an-
nually and a report is made by the Comptroller General to the Con-
gress after each audit.
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One of the objectives of the 1972 reorganization of our office was
to place us in a better position to handle our total workload. The
amendments proposed are another step toward that objective and one
which, if enacted, will not dilute congressional oversight of the op-
erations of the corporations covered in this section of the bill.

We are not proposing that audits necessarily be made only every
3 years. On the contrary, in many cases we may continue to audit the
corporations annually and the bill is worded in such a way so as to
give us that discretion. Thus, in situations where the Comptroller
General may find that internal audits and accounting controls are
weak or ineffective, he may well decide an annual audit by his office is
necessary.

On the other hand, in situations where the Comptroller General
finds good accounting, good management, and effective internal audits,
it would obviously not be an effective use of his own resources to
routinely make audits more often than his judgment as the chief
accounting officer of the Government dictates. In this regard, we
would of course consider interests of Congress in deciding what ac-
tivities we would audit in these corporations, and how frequently.

TITLE VII, REVISION OF ANNUAL AUDIT REQUIREMENTS

Title VIT deletes the requirement for an annual audit from the Fed-
eral Property and Administrative Services Act of 1949, the Housing
Acts of 1949 and 1950, the Federal Credit Union Act, and the acts
concerning the operations of the Bureau of Engraving and Printing,
the Veterans Canteen Service, Federal Aviation Administration, the
higher education insured loan program, and the Government Printing
Office. Under this bill the audit of these activities will be in accord-
ance with the provisions of the Accounting and Auditing Act of 1950.

This title—as with title VI—is designed to provide flexibility in
carrying out our audit responsibilities. The decision as to the frequency
of audit would be determined on an activity-by-activity basis, again,
of course taking into account the interests of Congress. Where an an-
nual audit is warranted, it would be performed.

In conclusion, Mr. Chairman, the provisions of this bill, if enacted.
would enable us to perform our statutory functions more effectively,
and with greater flexibility. The end result would be increased sup-
port for the Congress, as well as more efficient operations within the
General Accounting Office. We look forward to providing our fullest
cooperation in connection with consideration of this legislation.

PROPOSED AMENDMENTS TO H.R. 12113

Mr. Chairman, since submitting LR. 12113 to you last December
for consideration, we have developed amendments to two titles, and
one new title that we would like to place before the stubcommittee for
possible inclusion in H.R. 12113.

We have found in discussions with the committee staff some con-
fusion as to precisely what protection would be offered to GAO
employees transferred under Title TT, Audit of Transportation Pay-
ments. This is an important area. so T would like to offer at this time
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amended language to clarify the protection afforded. The language
would replace section 202(b) and reads as follows:

(b) The personnel transferred pursuant to Subsection (a) of this section shall
be without reduction in classification or compensation for one year after such
transfer, except for personal cause, Tu the second year of their employment after
such transfer, such employees shall retain the protection afforded by 5 U.8.C.
§ 5337, as if they had continued to be employees of the U.S. General Accounting
Office.

This provision would (1) afford the transferred employees protec-
tion against any reduction In classification or salary, except for cause,
within the first year after transfer, (2) give them the same protection
under title 5, United States Code, section 5337, the second year that
they would have had if they had remained at GAQO instead of trans-
ferring to the new agency, and (3) place them in the same position as
other employees in the third and subsequent years.

Earlier in my statement, I alluded to the confusion that exists over
the types of funds and activities that would be subject to review by
the GCAO under title III of ILR. 12113. As now drafted, title ITI pos-
sibly could be interpreted to authorize review by the GAO of certain
funds and activities which were never intended to be covered by this
title.

For example, the language of title ITT perhaps is broad enough to
encompass the Smithsonian Institution. However, this was not our
intent. Title IIT is only intended to authorize review of those funds
and activitics which, if they were operated in the private section,
would be profitmaking enterprises.

Your staff also has asked specifically about whether Federal credit
unions would be covered by title TIT. We do not intend credit unions
to bo covered since we are already charged by title 12, United States
Code, section 1752a(f), to audit the financial transactions of the Na-
tional Credit Union Administration, which in turn may audit indi-
vidual Federal credit unions.

T offer this amendment to clarify our intent. The amended language
is before you as attachment 1 to my statement.

[The amendment follows:]

"PrerE TI1.—AUDIT OF NONAPPROPRIATED FUND ACTIVITIES

Sec. 301. (a) The operations of nonappropriated funds and related activities
which are established within the executive branch to administer the sale of
merchandise and services to military or other Government personiel and their de-
pendents, such as the Army and Air Force exchange service, Navy exchanges,
Marine Corps exchanges, Coast Guard exchanges, exchange councils of the
Natlonal '‘Aeronautics and ‘Space Administration, commissaries, clubs, theaters,
and any other similar activities operated by an agency or department of the
executive branch, the systems of accounting and internal controls and any in-
ternal or independent audits or reviews of such funds and activities, unless other-
wise provided by law, shall be subject 'to review by the Comptroller General of
the United 'States in accordance with such principles and procedures and under
such rules and regulations as he may prescribe. The Comptroller General and
his duly authorized representatives shall have access to such books, accounts,
records, documents, reports, files and other papers, things, or property relating
to such funds and activities as are decmed necessary by the Clomptroller General.

(b) To aid the Comptroller General in planning audits or reviews under sub-
section (a) -of this section, each nonappropriated fund activity within the execu-
tive branch of the Government shall furnish to the Comptroller General at such
times and in such form as he shall require an annual report of the operations
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of such activity, including an annual statement of finanvial operations, financial
condition, and cash flow.

Mr. Sraars. In addition, T would like to offer a new title, title
VIII, concerning the statute of limitations applicable to claims filed
against the United States, and cognizable by the GAO. Tt is attach-
ment 2.

Section 801 of title VIII decreases from 10 to € years after the date
a claim accrued the time within which claims cognizable by the GAO
may be filed in that office. This will make the time limitation consistent
with the statute of limitations now applicable to claims filed in
administrative agencies and courts.

Section 802 provides that the reduction in time allowed for filing
claims in the GAO will not go into effect until 6 months after enact.
ment, and makes it clear that the enactment of the new time will not
affect claims filed before such enactment. This is intended to minimize
any hardship on potential claimants whose claims may be barred by
the new provision by allowing them time to file their claims before
the provision takes effect, but after they are put cn notice that it will
take effect after 6 months.

Reduction of the barring statute from 10 to 6 years would have a
significant impact on the amount of paperwork required to be stored
by the GAQ. A recent test over a typical 6-month period analyzed the
requests for the GAO records held at the Federal records centers.

In summary, the statistics gathered by that test indicated that only
about 40 records between 6 and 10 years old are required each year
for claims purposes. Other records are called for other purposes, but
there are duplicate copies of these records available elsewhere. Thus.
we can say that all GAO records between 6 and 10 years old could be
destroyed if the statute of limitations were shortened to 6 years.
This would result in a savings of at. least $300,00(: per year, based on
the storage cost savings.

[The amendment follows:]

TitLe VIIT—LIMITATION OF TIME ON CLAIMS AND DEMANDS

SEo. 801. Section 1 of the act of October 0, 1940, 54 Stat. 1061, chapter 788, is
amended by deleting the phrase “10 full years” and substituting “6 years”
therefor,

SEc. 802. The amendment provided for in section 801 shall go into effect 6
months after the date of enactment and will have no effect on claims received in
the General Accounting Office before that time.

HR. 14718

Mr. Sraars. Mr. Chairman, H.R. 14718, a bill to discontinue or
modify certain reporting requirements of law, flows directly from a
review undertaken in 1972 and 1973 at your request.

We were asked to study the reports submitted tc the Congress on a
recurring basis and make, recommendations for their improvement or
the discontinuance of those no longer needed. ‘

Based on data provided to us by 68 executive departments, agencies,
councils, and commissions, we compiled an overall inventory of 747
reports—544 required by statute and 203 initiated by committee and
Members of Congress, requested in House or Senste reports, or sub-
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mitted voluntarily by agencies. Assisted by records maintained by the
Clerk of the House and the Seceretary of the Senate, we subdivided

the inventory into lists of reports received by each of 36 committees—
16 House committees, 14 Senate committees and 6 joint committees.

The underlying philosophy for the review was that the recipients
of the reports were in the best position to evaluate their usefulness.
Thus, between December 1972 and March 1973, we discussed the use-
fulness of the reports with representatives of the 36 committees.
Through these interviews, we identified 181 reports that, according to
at least one recipient, needed modification or which could be elimi-
nated ; 48 to be modified and 133 to be eliminated.

Following the interview, if the staff members suggested elimination
or modifications, we sent a confirmation letter to the committec chair-
man or staff director. The letter described the suggestions and asked
the chairman to notify us if he disagreed. The letter also suggested
action to be taken on eliminating or modifying nonstatutory reporting
requirements in accordance with the staff’s recommendations.

Becauso of differences between committee jurisdictions and inter-
ests, the recipients did not agree in their assessment of 102 (79 elimi-
nations, 23 modifications) of the 181 reports. We did not attempt to
reconcile these differences during the review. However, we plan to
pursue the matter with the appropriate committees in the next fiscal
year.

All of the recipients that we were able to identify agreed upon the
action to be taken on 79 reports; 54 were to be climinated and 25 were
to be modified. Twenty-eight of the reports stem from nonstatutory
requirements, 51 are required by law. The nonstatutory report require-
ments could be modified or eliminated through direct, committee/agen-
ey action. We suggested the action needed, and provided draft letters,
in our confirmation letter to the committees.

Tor the statutory reports, we prepared draft legislation to eliminate
or modify them as indicated by the recipients. Our draft has been em-
bodied in HL.R. 14718 which is now before the committee.

IT.R. 12181

The proposed “Federal Paperwork Burden Relief Act” would re-
quire the Comptroller General to conduct a study of the reporting re-
quirements of “Federal regulatory programs,” to determine the extent
fo which these requirements may be revised to lessen the burden upon
small and independent businesses. We would be required to complete
the study and to report thereon to Congress within 1 year.

Our office has, in recent months, become significantly involved in
projects relating to the “Federal Paperwork Burden.” On Novem-
ber 16, 1973, section 409 of Public Law 93-153 was enacted containing
an smendment to the Federal Reports Act which requires our office to
conduct advance clearance reviews for new or revised information
plans and. forms proposed by “independent” Federal regulatory
agencies.

Under this amendment we are required to review all existing in-
formation gathering practices for independent regulatory agencies
as well as requests for additional information with a view toward (1)

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2



Approved For Release 2005/03/29 i&IA-RDP77M00144R001 100060005-2

avoiding duplication of effort by independent regulatory agencies, and
(2) minimizing the compliance burgen on business enterprises and
other persons.

These agencies are: the AEC, CAB, FCC, FPC, FTC, ICC, SEC,
Consumer Product Safety Commission, Equal Employment Oppor-
tunity Commission, Federal Maritime Commission, National Labor
Relations Board, and the Federal Energy Administration. Since No-
vember 1973, we have been reviewing these independent regulatory
agencies’ requests for additional information.

In addition, in November 1973 the Senate Committee on Govern-
ment Operations requested that we conduct a study of the management
of public-use forms for all executive agencies. We informed the com-
mittee that such a study, involving about 6,000 forms, would require
a very substantial amount of time, effort, and money.

We estimated that it would take approximately 100 man-years of
audit effort and about 2 years to complete. Accordingly, it was agreed
that we would undertake a pilot study of different forms prescribed
by one agency—the Department of Labor—and administration of the
Federal Reports Act with respect to such forms by the Office of Man-
agement and Budget.

The objectives of this pilot study are to identify ways in which
forms management can be improved to reduce the number of forms,
simplify forms and eliminate duplication in the collection of informa-
tion. We are scheduled to issue a report on this study to the Senate
Committee on Government Operations in early calendar year 1975.
We anticipate recommending improvements with reference to each of
the objectives mentioned.

We believe that our basic statutory powers and the 1973 Federal
Reports amendment provided authority to conduct an appropriate
review of the practices of information gathering agencies and that
enactment of H.R. 12181 is unnecessary.

Finally, in spite of our opposition to this bill, we do have suggestions
for certain amendments to it that we would be glad to supply the
committee if you desire to proceed.

This completes my formal statement, Mr. Chairman, and T shall be
glad to answer any questions you may have.

Thank you.

Chairman Horrrrerp. Thank you, Mr. Staats.

Mr. Wydler, do you have any questions.

Mr. Wyprer. No; I don’t, Mr. Chairman. T enjoyed the statement.
It was a good one and I think it covered all the points that T had in
mind.

Chairman Horrrrerp. T would like to ask you, Mr. Staats, what
practical benefits will be gained by transferring the transportation
audit function, and would the transfer save time, personnel, or money ?

Mr. Sraats. Mr. Chairman, I would like to comment on your ques-
tion or respond to your question by stating our view which is, I believe,
the policy set forth basically in the Budget and Accou nting Procedures
Act of 1950, which is that the operating functions of GAO at that time
should be moved to the executive agencies. By this T refer to the
determination of the technical accuracy of payments involved on indi-
vidual purchases of goods or services.

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2

W



Approved For Release 2005/03/29 ACIA-RDP77M00144R001100060005-2

I want to go back a little in history and mention the basic philos-
ophy of the 1950 legislation and discuss what has happened since then.
GAO at that time had the centralized audit of all payments of this
type in the GAQO building. Under that act, not only was authority
given, but, in a sense, a directive was issued to have these audits con-
ducted in the agencies, and GAQ’s job was to supervise the manner
in which the agencies determined the accuracy of these payments. So
that what we are doing here essentially is to complete the job which
was started back in 1950 of taking the operating functions out of GAO
as nearly as we can and give them to the executive branch where we
think they belong.

For example, in 1950, when the Post Office Financial Control Act
was passed, there was shifted from GAO to the Post Office about 900
employees who were involved in detailed audit of the Post Office
financial transactions.

Tn 1956, the check reconciliation function was transferred out of
GAO to the Treasury Department, as another example. In 1965, 43
people in GAO concerned with Indian tribal accounts and claims were
transferred to the GSA.

As another example, in 1965 the preparation and publication of Gov-
ernment salary tables was transferred from our office to the Civil
Service Commission. More recently, in 1967, the responsibility for
prescribing standard accounting forms was transferred from the
GAO to the appropriate executive branch agencies. This reflects, we
think, the policy of Congress. As you know, I have felt strongly that
the GAO should avoid being placed in a situation where it is carrying
out exceutive branch-type activities, and you have supported the GAO
in this effort. :

We haven’t been fully successful. We felt, for example, that the
amendment to the Alaska Pipeline Act which requires us to review
the forms of the regulatory agencies is essentially an executive branch
function. We urged the Congress not to pass that law, but it is on the
statute books. The existence of executive-type functions in GAO makes
it more difficult for us to resist these kinds of additional proposals to
place executive-type functions in the Office.

Now the question naturally arises as to why the transportation audit
function has remained in GAO for so many years in spite of the policy
that was st forth in the 1950 law. This is a matter which I addressed
mvself to when I became Comptroller General. We set up a task group
of the OMB and the GSA. Our people went into the matter in detail
looking into the possibility of a transfer, among other things, of this
function to the executive branch,

Tt was the conclusion of the study at that time that it was not yet
feasible to do that because of the complexities of tariff schedules and
routing schedules, but there was an agreement that we should pursue
the idea of computerizing the payment of the transportation pay-
ments, with the thought that this would make it possible to place this
function in the executive branch using essentially executive branch
data for that purpose.

Under a program that we now have laid out, we will be able to do
that for about 85 to 90 percent of all payments that we audit. This
will mean that the remainder will be done manually. Essentially, how-

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2



Approved For Release 2005/03/2949CIA-RDP77M00144R001100060005-2

ever, it will be done on a computerized basis. It is a program, in other
words, which we have been working toward for about the past 6 or 7
years.

Again, we think that the transfer would bring about a situation
where GAO would be doing exactly what it is doing with respect to
other types of payments by the agencies. We would be monitoring the
way they audit those types of payments.

Chairman Howrrrerp. You would prescribe the standardized proce-
dure for them to follow in their audits?

Mr. StaaTs. That is correct. At least guidelines-and so forth.

Chairman Horirierp. The language in this bill authorizes OMB to
designate several agencies to take over the transportation audit func-
tions. Should this function be divided among several agencies, or
should it be placed in one executive agency ?

Mr. Staats. The reason we suggested the language the way we did
is that we felt the OMB should have some flexibility to make this
judgment and not have the matter foreclosed as to whether it would be
one agency or more than one. Our present thinking is that it would
make more sense to keep it in one agency. We think GSA is the
proper agency to take on the responsibility. But we did not try to
make the determination. Therefore, the language is drafted in such
a way to give OMB flexibility.

Chairman HoviFierp. If the executive agencies and the administra-
tion agree that the basic function should be in one agency, such as
GSA, would you have any objection if the bill were amended to so
provide?

Mzr. Staats. To provide it be kept in a single agency?

Chairman Horirerp, Yes.

Mr. Staars. We wouldn’t have any objection. The only reason we
drafted it the way we did was to provide flexibility.

Chairman Hovrrrierp. If this is done, should there be enough flexi-
bility to permit redelegation in exceptional cases, such as has been done
by GAO with DOD ogices in Heidelberg and Tokyo and the Military
Sea Transportation Service?

Mr. StraaTs. We think that would be quite consistent with the way
it has been handled in the past. The agency would have to accept the
final responsibility as we do today. By agreement, we have been able
in a certain number of cases to say: “You conduct the audit and,
subject to certain spot checks, we will accept that audit.”

Chairman HorrFieLp. Some of the transportation and carrier repre-
sentatives have suggested that the executive agency would have a bias
toward limiting payments to carriers. They argue that there would
be additional costs and delays in taking appeals to the GAO as provided
in the bill.

Do you think the system you propose would burden the carriers
with additional costs and delays?

Mzr. Staats. No; I don’t think so. I don’t see how that could arise.
Perhaps Mr. Sullivan or Mr. Keller could answer that. Mr. Sullivan
is the head of our Transportation Division. He has worked in the
field for a great many years. ‘

Mr. SovLLivan. Mr. Chairman, in my discussions with the carrier
representatives, I don’t believe they perceive any additional cost if
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the agency continues to be centralized. In other words, it is just a
question of whether they would, as they do now, come to GAO for some
appellate review of the action my particular Division takes against
them. They would be in the same posture as to the audit agency to
which these transportation payment responsibilities would be assigned,
so, I can’t perceive of any additional cost to the carriers in that process.

Mr. Rosack. How would that procedure work? The reference in
your testimony is to a review of the audit and appeal. Is this in effect
2 determination by the GAO which could overrule an audit decision ?

Mr. Krrrer. Perhaps I could answer that. :

What we contemplate, if the activity is transferred, is that it will
be subject to an audit just as any other operation of an agency is
subject to a GAO audit. We provide in there that if a carrier, for
example, is dissatisfied with the audit action taken by the agency who
is making the audit, he has a right of appeal to the Comptroller
General for a ruling on that particular problem, and that is quite
similar to what happens in another area.

Mr. RoBack. You mean the carrier could make an appeal to the
GAO?

Mr. Keruer. Right now we are the administrative audit, and we are
the postandit and the appellate body.

Mr. Rozack. Do you suppose that you will be saddled with all kinds
of appeals?

Mr. Kerrrr. I don’t think so. Mr. Sullivan and T talked about that
yesterday. Based upon our record, we think about 600 to 800 appeals
a year; is that right ¢

Mr. Surrivan. 600 to 1,000.

Mr. Goopwin. With this split of the administrative audit and
appellate audit, they will have to go to two agencies. In the past they
have had to deal with one. They are concerned with the nature of the
appellate review by GAO. They arc concerned with whether in con-
nection with that appeal they will be able to produce some additional
documentation that they didn’t have time to produce before GSA
itself. Would you contemplate that this could be done?

Mr. Kerien. I don’t see any problem about that, Mr. Goodwin. It
places the carrier in no different position from a contractor who is
turned down.

Mr. Goopwin. I thought that had finality.

Mr. Kurrer. Not in all cases. In many cases there are questions which
arc not subject to the disputes clause.

Mr. GoopwiN. The carriers might object to it. They don’t want the
paperwork and delay that is involved in an appeal. They like the ease
and administrative promptness in which they can get these claims
settled in one agency, both on the administrative level and on the
appeal level.

Mr. Suriivan. Perhaps, sir, I can throw a little light on it in terms
of the magnitude of the claims actions we handle now as it is central-
ized in GAO. There are approximately 9,600 claims actions that come
into the General Accounting Office on the basis of the carrier’s non-
concurrence in our audit. Of those, I would approximate 800 would be
appealed to the Comptroller General over the audit action taken by
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my Division, so T can’t conceive in the transfer agency there would be
any greater incidence of that type of appellate request.

Chairman Hovtrierp. Mr. Wydler?

Mr. Wyprer. Mr. Staats, I would like to ask you just a couple of
questions. )

One occurs to me regarding the (General Accounting Office build-
ing problem which you seem to be having. Do you feel this is a seri-
ous deficiency, not having your own building or not controlling it ?

Is that the problem ?

Mr. Staars. There has been a problem. What we are emphasizing
here is that we think we should be on the same basis as the rest of
the legislative branch where GSA does not control the space or op-
erate 1t. .

Mr. Wyprer. That could work both ways. Maybe we are doing it
right in your case and wrong in the others. The question is, which is
the better way ? _

Mr. Staars. There ought to be no feeling correctly or incorrectly, .-
that our audit judgments are influenced in any way by any prob-
lems we may have with the GSA in auditing their space programs
and the operations of the new building fund. Quite frankly, the matter
came to my attention particularly in connection with the new build-
ing fund legislation which will become operative next year.

It is very controversial in its application. Our costs for space in
our building will go up about $2 million over what it would cost us
to operate that building ourselves. So it was inevitable and quite
obvious that we were going to raise questions as to why that takes
place. I guess we have to say we don’t agree with these rates.

For example, in Dallas, Tex., the actual cost to GSA for space for
GAO is $3.55 a foot. It will now go up to $6.72 a foot.

In Portland, Oreg., it is currently $4.06. It goes up to $7.71.

In Seattle, it will go from $3.31 to $6.39.

In our headquarters area here, the space we have been getting for
$5.70 is going up to $6.63.

Mr. WypLEr. Do you have a New York figure there by chance?

Mr. Staats. I am sorry, I don’t have a New York figure. I could
get 1t.

[SuscomMmITTER Nore.—Subsequent to the hearings, GAO advised
the subcommittee that GSA’s charge for the New York regional office
space was $9.22 a foot.]

Mr. WypLer. In theory, is the price supposed to represent the cur-
rent ongoing office price in that particular avea ?

Mr. KeLLer. Built into the figure is a surcharge which will be used
to provide additional public buildings in the future.

Mr. StaaTs. These buildings will be for the executive branch. Since
we are part of legislative, we don’t feel we should be subsidizing the
executive branch.

Mr. WypLEer. Tt all comes out of the same pocket.

You are saying that this new section would give you control of the
building. It would provide also for the subletting of space to other
agencies. Do you intend to do that ?

Mr. Staars. Today we occupy about half of the space in the Gen-
eral Accounting Office building. The other principal occupants are
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the Bureau of Labor Statistics and the Treasury Department. So, nec-
essarily we would have to arrange for their continued occupancy. We
do not have enough space in our building today for our own require-
nr%ents, and we have been faced with that problem over a long period
of time.

We have to go out and rent space even though our building is par-
tially occupied by other Federal agencies. This is something we have
to work out over a period of time. That will take time and we there-
fore would need authority to make arrangements so that the execu-
tive agencies who are there can continue to occupy that space.

Mr. Wyprer. That is what I didn’t understand. In one sentence you
wanted authority to sublet, and the second authority that you wanted
vs}rlas to lease additional space, so there seemed to be an inconsistency
there.

Mr. Staats. We don’t desire to go into the space business.

Mr. Krrrer. We have 15 offices across the United States. Some of
them are in leased space and some are in Federal buildings. This
would give us the flexibility.

Mr. WypLer. Finally, you state on page 11 that this change would
result in substantial savings in the GAO budget. Is that what you
were trying to explain to me?

Mr. Staats. Yes.

Mr. WypLER. Do you know what the comparable costs are?

i Mr. Staats. The net savings to our budget would be about $2 mil-
ion.

Chairman Hourrrern. Would you yield?

Mr. WypLEr. Yes.

Chairman HourrreLp. You have given us the figures this morning,
but whether you or GSA had the building, isn’t it true there has been
a general inflation in rental space throughout the country, both in
Federal rental space and private rental space ?

Mr. Staats. I wasn’t commenting on that.

Chairman Horirrerp. Those figures would not mean much because
you may have space at a certaln rate now, but you can’t say you
wouldn’t run up against the same situation of a higher rate because
of the inflation in taxes and all the other things that go with build-
ing ownership ¢

Mr. Staats. But under the policy, the surcharge would be added to
whatever costs are incurred by GSA and the problem for us would
be the same either way.

Chairman Hovtrierp, That is why I can’t see the advantage. What
you are really doing here is bucking the policy which was included
in the original assignment to GSA of the function of leasing space.
At the time we did that in the Federal Property Act of 1949, we
found instances—and I know of some right in my own congressional
district—where we had every agency of Government in the position
of competing with another agency for a building. For instance, I
remember an instance of competition between the Navy and the De-
partment of Agriculture for space in a warehouse. As a result of that
competition, the owner of the building played off each agency against
the other, and it finally ended up with the Government competing
against itself for space.
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Therefore, it ‘was decided, as a matter of broad policy, that we
would have one leasing agent, one selling agent, one building agent
for public buildings, and one custodial agency, in most instances,
for handling the janitor work, or housekeeping work. I think it has
worked rather well in the United States.

Mr. Staars. I don’t quarrel with this principle. In fact, we sup-
ported it in the Bureau of the Budget. That legisiation pertained
only to the executive branch. The legislative branch wus excluded from
the operation of that legislation, as you may recall.

Chairman HowirieLp. I understand that. I cannot see too much
merit in your argument of economy. The increase in the cost of build-
ing space might as well apply to you as to other renters, whether
domestic, business, or Federal. As to your agency being treated dif-
ferently from other offices in the legislative branch. I can see wh
you might feel slighted. But have you had any trouble with GS
in_obtaining janitorial service, cleaning, maintenance, and space?

Mr. Staats. I guess we have to honestly say we have. What we
are seeking is an arrangement similar to the Government Printing
Office which is a part of the legislative branch. It runs its own space.
The Architect of the Capitol %andles space for the House, the Sen-
ate, and the Library of (gongress. We think that it is just not com-
patible with our role as an independent agency in the legislative
branch.

The Office of Management and Budget doesn’t review our budget.
Why should we be in a position where our space is coritrolled, charges
are levied, and we are told what Sgace we can have and can’t have by
an agency of the executive branch? I don’t think it is compatible with
our independent role.

Chairman Horrrierp. It may be inconsistent, but hasn’t the manage-
ment of buildings by experts in the field generally proved to be success-
ful? Is it detrimental to GAO?

I have a letter under date of June 4, 1974. This letter is from Con-
gressman Gray, chairman of the Subcommittee on Public Buildings
and Grounds in the House Public Works Committee.

Honorable Chet Holifield, Chairman, House Government Operations Committee,
2157 Rayburn House Office Building, Washington, D.C.

Dear Chet. The Public Buildings Amendments Act of 1972. P.L. 92-313, was
passed by Congress for the purpose of establishing a revolving fund with which
to construct badly needed Federal office buildings throughout the United States.

In order to make this new law work, we must charge all Federal agencies rent
for the space they occupy. This includes offices occupied by Members of Con-
gress. By not allowing any exemptions, we will collect approximately $800
million per year which can then be spent on badly needed Federal office buildings
throughout the country. The courts recently asked to be exemp! and their request
was denied, therefore, I am hopeful you can eliminate Title 5 from H.R. 12113,
which would have the effect of eliminating the General Accounting Office from
paying rent for the space they occupy.

Our Subcommittee on Public Buildings and Grounds and the full Committee on
Public Works recognizes the great work performed by GAO and the Comptroller
General, however, if we make an exception for one agency we certainly should
exempt Members of Congress, the Judiciary and others. Therefore, I hope your
distinguished committee will not set a precedent by exempting GAO.

Before passing the Public Buildings Amendments Act of 1972, we had a 10-year
backlog of Federal buildings all over the country and many in your home State
of California. We are almost caught up on the backlog and can now look forward
to providing additional Social Security offices, court facilities and combination
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Tederal office buildings to meet a growing demand for services by the American
people.

The revolving fund which is controlled by the Appropriations Comimittee can
now look to the future needs of all Federal agencies. Therefore, I hope your com-
mittee will agree that GAO and other agencies should account for space they

use by paying rents that can be dedicated to meeting additional space require-
ment needs.

Your consideration of deleting Section 5 will certainly be appreciated.

Sincerely yours. Signed, Kenneth J. Gray.

T received Mr. Gray’s letter this morning. This is the first time I
have read it.

Mr. Staats. I have not seen that letter. It seems to me the same line
of reasoning should apply to the GAO as to the rest of the legislative
branch.

Chairman Horrrierp. Certainly that would be a question to be de-
cided on its merits, and I concede that there is a lack of uniformity be-
tween the executive and legislative branches in the occupancy of build-
ings, but there is a basic problem here in getting straight-line approval
of appropriations for public buildings for the Federal Government.

This seems to be a way of getting the money. It has to be raised some-
how. But whether it comes from the GAO, from other agencies under
this system, or from appropriations for specific buildings, eventually
it all comes from the taxpayer.

While you might have a reduction of $2 million in your own budget,
that would not necessarily mean that the $2 million 1s saved. That $2
million would have to be raised otherwise, as I see it.

Mr. STaats. But that fund is set up to provide space for the execu-
tive branch. When the Library of Congress builds a new building, it is
under the control of the Architect of the Capitol, not GSA. The Archi-
tect of the Capitol doesn’t pay the surcharge. The GPO doesn’t pay a
surcharge. We are by law a part of the legislative branch. There isa
clear line of distinction between the law which affects the executive
branch and that which affects the legislative branch. If we were in the
executive branch, we wouldn’t be making this argument.

Mr. WypLer. 1 hope both you and the chairman aren’t right, or at
least Mr. Gray and you aren’t right. 1 T understand him, he says the
Members of Congress are paying the surcharges.

Mr. Staats. This would be true for GAO outside. Washington. We
are asking for control of our headquarters space.

Chairman HoririeLp, Your headquartersis what you are asking for?

Mr. Staars. In the field, we would be operating under this
legislation.

Mr. WypLer. You are saying Mr. Gray’s comments referred to the
district offices?

Mr. Kerrer. That is my understanding.

Chairman Hovtriep. We will clarify that in further testimony.

1 understand the GSA will testify further this morning ¢

Mr. WypLer. I would like to pursue this line of questioning. With
regard to the savings in your budget, you are really going to have to
have more people to operate your agency, you are going to have to
have people to run the building and manage the building, people that
aren’t on board at the present time. I presume that is a fact, 1sn’t it?

Mr. Staars. We don't see this as a serious problem. We now have
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people who spend a lot of time with GSA in managing our building.
GSA handles our operations by contract. All our cleaning is done by
GSA contract. It would be largely a matter of assuming those con-
tractsthat GSA already has.

Chairman Hovrrierp. Yes, but isn’t it true that the GSA has a long
background of expertise in dealing with these maintenance unions that
do the janitorial work? In your case you do not have that. You would
ha\g, StX build a staff which would be duplicative of the existing staff
at .

Mz, Staars. We have looked into it. We have looked at their costs
and we have made our own cost estimates, and we still come out with
over a $2 million saving.

Chairman Hourrrerp, Is that a saving to the GAO budget or to the
Government ?

Mr. Staars. To our budget.

Chairman Hourrierp. But it is not necessarily a saving to the Gov-
ernment and the Federal taxpayer?

Mr. Staars. It would be in the sense that it would eliminate the sur-
charge which is made to set up a new fund and for which Congress
appropriates funds. It is a proper charge against the executive branch
budget to provide funds to build space for the executive branch.

Chairman Hovrrerp. If you needed additional space for the GAQ
office, you also could get money from this so-called reserve ?

Mr. Staats. No. We would come to the Congress.

Chairman HorrrreLn. You wouldn’t get any advantage from that
fund in the way of repairs or remodeling ?

Mr. Sraars. Very unlikely. We are now paying for remodeling of
our building.

Mr. KeLrer. Even if a building were built from the fund, we would
pay a rental charge including a surcharge from then on.

Mr. Wyprer. To help put in perspective the $2 million savings fig-
ures you gave, how much are you paying GSA ?

Mr. Kerrer. A little better than $4 million starting July 1 of this
year.

Mr. Wyprer. How are you figuring the payments to GSA ¢

Mr. Kerer. It is based on a per square foot rental which GSA has
prescribed for our building, which is $6.53.

Mr. WypLer. You are buying the building from GSA ?

Mr. Kerrer. We are tenants, but we are paying a rental rate based
on & composite rental rate for the District of Columbia. But in the
rental rate

M. WypLer. You are trying to be fair now. Who has title to tue
building at the present time ?

Mr. KeLrer. GSA has the control.

Mr. Wyprer. Do you want title to the building?

Mr. KerLLer. Actually, T could be wrong on this, but T don’ think
title to a Government building is in GSA or in GAO or in Congress
itself. The operation and responsibility for it is usually fixed in one
agency. The title itself is in the U].S. Government.

Mr. Wyprer. That building had to be financed through the normal
Government procedures, and they used whatever resources they had
to put up the building. You want to get them, in effect, for nothing.
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That is what makes your savings so large. You are not going to pay
anything. You are taking it over and figuring the rent?

Mr. KeLrer. The money to build the building was appropriated by
Congress for a GAO building,

Mr. Staars. It was authorized by Congress for GAQ. If this were
being authorized today, you do it just like you do those Library of
Congress buildings. You would authorize for that purpose, you would
appropriate for that purpose, and the Congress would control the
space. The only reason we can figure out why it wasn’t done that wa
in the first place was that this building was authorized before the GA
was part of the legislative branch by law.

Mr. Wyprrr. Do we have any figures on how much the Library of
Congress spends each year to manage their real estate?

Mr. SraaTs. We can find out, I am sure.

Mr. Wyprzr. It would be interesting, Mr. Staats, to find out how
much that costs.

[ SUBCOMMITTEE Nore—Subsequent to the hearing, GAOQ advised the
subcommittee that the Architect of the Capitol has budgeted $1,631,000
for mechanical and structural maintenance of Library of Congress
buildings and grounds. Not included in this amount is the cost of elec-
tricity and heat for the Library of Congress, which are furnished by
the Capitol Power Plant. ]

Mr. Stasrs. We have developed a detailed estimate, which I would
be very happy to give you, on what our costs would be. The savings
are $2,254,000 based on the rates which we will be charged in the next
fiscal year.

Mr. Wyprer. OK, I am going to get off the subject of the building,
if T can, to just ask you a couple of questions on the auditing situation
that you have been talking about here.

As T understand it, what we are trying to do is to give you more
flexibility in conducting your audits so you are not required to return
and do an audit every year, even in cases where you judge it is not
necessary ; and it is rather a pro forma function; is tKat it?

Mr. STaaTs. Yes, we think the situation varies so much from case to
case, that requiring an audit each year is a waste of money. It really
serves very little purpose. The annual requirement means we have to
pull people off other high priority work.

By putting it in a framework of once in a 3-year period, we can say
we will conduet a yearly audit. ITn TVA, they have a commercial audit
as well as ours. We can look at the commercial audit. That would be
an example where it probably wouldn’t be necessary to go in every

ear.
Y Mr. WypLer. I am not objecting to that. T think it sounds like a fairly
sensible idea. What I am curious about is your auditing practice to
make these audits on a known date or particular time or on prearrange-
ment with the office or agency that you are auditing. Or is this done like
a bank examination—all of a sudden here they are, and they want to
start looking.

Mr. StaaTs. We would not go in unannounced like a bank examiner
because ours is a different kind of audit. The agency knows when we are
coming in. We have access to the internal materials they have developed
from their internal audit or any external audit they have had per-
formed.
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We think that is a better way to operate and a better way to proceed
to get their cooperation. We obviously have to have the information
which only can come from them.

Mr. Wypier. I also felt that the bank examination method was a
rather effective one. I know from bankers I have talked to that they
are kept on their toes wondering when the auditors are going to arrive.

Mr. Staats. If we were going in purely to count cash, that would be
a different kind of situation.

Chairman Hovrrierp, You are really monitoring their procedures,
the verity of their own auditing system ?

Mr. Staats. In considerable part.

Chairman Horirierp. The basic law prescribes that you attempt, as
far as possible, to-set up uniform accounting procedures and practices
throughout Government; isn’t that right?

Mr. Staats. That is right.

Mr. Wyprer, I have one last question. T am wondering about the
growth of GAO. You have become a very popular agency in the Con-
gress. Every time I turn around, somebody is recommending that
somethieng be checked by GAO. What is the growth pattern in your
agency ¢

Mr. Srasrs. We have grown relatively slowly. The best test is our
professional staff rather than our total staff. For the fiscal year 1975,
for example, we are requesting 150 additional people. For the most
part these will be absorbed by additional programs being authorized
which we have to audit and not by any additional responsibilities
vested in GAQ. It is just a growth in the Government and the addi-
tional programs that come about.

Our work for the Congress has increased, if you go back, say, to the
time I became Comptro%ler General, 8 years ago,%mt for the last 3
years our work for Congress has been about 25 percent of our profes-
sional staff resources.

We keep very careful records on all the work we do for Congress,
and that includes several very major studies, such as a study we did
on the research and development programs on water pollution which
cost over $1 million. Other studies have cost us over $1 million, such
as the study we made on ways to improve the construction of medical
facilities, hospitals, and other types of facilities, so as to reduce the
operation and maintenance costs of those hospitals and therefore do
something about rising costs of medical care. These were major studies.

Congress last year requested us to do a special study on health main-
tenance organizations after they received money from the Federal
Government. OQur job will be to evaluate the financial viability of these
HMO’s, what kind of services they perform, how the doctors like it,
and how the patients like it. We will report at the end of of the 3-year

eriod.
P T am including these kinds of major studies in that 25 percent figure.

Mr. WypLER. Are you saying 25 percent increase per year?

Mr. Staats. No, a constant 25 percent of our total professional staff
effort. It has been the same for the last 3 years. This includes requests
of the type I just mentioned, the requests we get from committee
chairmen, and so forth.

Mr. WyprLer. What is the growth year to year?
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Mr. Staats. We have no policy which says we are going to hold it
to 25 percent, but I am pointing out that as a matter of statistics this
is the result,

Now, there are a number of things that we can do to try to reduce
this impact on GAO. ;

For example, on committee requests and on requests that we get
from individual members, we can and do in most cases sit down with
the requesting party and see if there isn’t some way we can satisfy
the need with less effort on our part. In some cases, on individual mem-
ber requests, for example, we will decide this is something that GAO
ought to look at on its own, and we satisfy the request that way. There
are many ways we go about trying to minimize this kind of burden.

Mr. WypLer. I am only concerned that your agency is going to be
foreed to do so many things and grow so fast that you will lose your
professionalism. Right now your reputation is great, probably stronger
than that of any other part of the Government.

Mr. STaars. We are concerned about that too, and we appreciate the
support of this committee. Let me give you an example of one kind
of problem that we run into.

We woke up one day recently to find a House committee had re-
ported a bill that would have given us the job of running the voter
registration program, costing $50 million. We had to go to work and
convince Congress we couldn’t do that. On the Alaska pipeline bill,
the report reviewing function was talken from OMB and given to us.
I did everything I could to eliminate that provision from the Alaska
pipeline bill. We were not successful.

Chairman Horrrrerp. These additional duties are imposed on you
in many instances by Congress. 1 call your attention to the campaign
reporting law. You have additional duties that you never had before.

Mr. Staars. For this reason I stress going ahead with the 1950

. policy to get executive functions out of the GAO. If we hold that line,
yve]ao are in a better position to resist proposals to give us operating-type
jobs.

Chairman Horrrrerp. I think you are, too. T have been concerned and
1 have talked to you personally about GAO being forced into too many
operational programs, many of them controversial. You then enter
the realm of controversy, whereas heretofore your work has been based
on ascertaining facts and figures.

Mr. Staats., We believe, Mr. Chairman, that our basic funection,
and this is clearly the policy laid out in 1950 legislation, as well as
the 1921 act, is to provide for the Congress, on behalf of the Congress,
oversight of the operations of the executive branch agencies. There-
fore, we ought to not be in a position where we are conducting execu-
tive type functions.

Chairman Horrrrerp. I thought we made a mistake in putting polit-
ical campaigns under your scrutiny, not that I thought they shouldn’t
be serutinized, and it was clearly a compliment to you that Congress,
having confidence in the honesty and ability of your organization,
placed it in your hands. Still I thought that was an operational pro-
gram which might well have been put somewhere else.

Mr. StaaTs. I really can’t comment on why Congress did it.

Chairman Howurrrsrp. I have other witnesses standing by, and we
have probably taken too much time here.

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2



Approved For Release 2005/03/2?2: CIA-RDP77M00144R001100060005-2

Mr. Wyprer. Could I finish with one point ¢

I think there is a time bomb ticking away in the Congress as far as
your agency is concerned. It is the budget reform bill, which is now
before the Senate. Personally, I hope the bill passes, and T am very
strongly for it. We will require an awful lot of help to come up with
a budget, since it will require the Congress to do something very close
to what OMB does for the executive branch. If we turn to you for help,
in a few years you will get the same reputation as the Director of
OMB;; as being no good, as turning down everybody’s budget request.
I want te warn you.

Mr. Staats. We faced this situation some months ago. We said we
should not be the staff for the congressional budget committees.

Chairman Horrrmzzo. We have to ask you a couple of questions for
the hearing record, and Mr. Goodwin will ask them.

Mr. Goopwin. Mr. Staats, in connection with the impact on em-
ployees, can you tell us how many employees would be involved in the
transfer of andit functions to the GSA as contemplated ?

Mr. Staars. You want us to respond now ?

Mr. Goopwin. If you have the figures.

How many people do you have conducting the transportation audit
function?

Mr. Staars. We have, as of the end of May, Mr. Goodwin, a total
of 459 in this area. That is altogether. If this function were to be trans-
ferred as of today, we estimate that 397 of these would transfer and 62
would remain. We should point out that with this computerization
effort going forward, this figure will be reduced somewhat between
now and the 1976 date. It has been a declining program. as far as
personnel are concerned, for a number of vears. In 1962, we had 1,100
people involved in this effort.

‘When I came to GAQO in 1966, we had 850 and through manage-
ment improvements we have been able to bring that 850 down to the
459.

Mr. Goopwin, Do you know what would be the impact on the on-
going programs for training and upward mobility that you men-
tioned ?

Mr. Sraats. We are going right ahead. We are projecting that
program to increase over the next 3 years. We have laid this all out
n our budget plans before the Appropriations Committee this year.
We have set up a steering committee to work with our employees on
this transfer. We have had several meetings with them.

Mr. Keller and I have met with our Equal Employment Council
personally, and we want to work with the members of that Council.
We also will work with all employees to insure that there is every
opportunity for them to make the choice that is best from their own
point of view. The language of the statute, we think, actually gives
them more protection than they would have if the function remains
in GAO.

Mr. Goopwin. I would like to turn to Title IV, Employment of Ex-
perts and Consultants. Isn’t this the first time that any agency out-
side the Executive Office of the President would have authority to
employ experts and consultants at an executive level salary?
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Mr. Staars. Well, NASA has had this authority for quite some time,
and the Inspector General for the foreign assistance program has
this authority. We do believe that there is a great need for this. We
don’t like to be in a position of asking people to help us out for less
than their going rate, nor do we like the idea of having to turn to
contracts in order to avoid the limitation.

We are working in some of these complicated areas like medical
facilities construction. We need to go outside and get leading experts
in those fields to advise us. That is the reason we are asking for it.
T realize this has not been widely done, and it is not a matter that the
Civil Service Commission is very happy about. I guess we just have
to leave it to your judgment as to whether we have made our case.

Mr. Goopwrw. Is this unique to GAQ or do other agencies equally
have a problem?

Mr. Staats. It is easy for any agency to say it has a unique problem.
We do have a serious problem. If I could speak more broadly than
GAO, I think the case could be made for a large number of agencies.
‘What T think is happening today is that agencies are contracting out
for personnel services in a much more expensive way, in a much more
time-consuming way, than would be reasonable if they had a little
more flexibility. But I would certainly agree that there ought to be
numerical limitations in each case.

We are engaging in somewhat dishonest practices today in order to
evade this ceiling. I have been very candid with you about it.

Mr. GoopwIN. Your statement emphasizes the need for the temporary
use of such experts and consultants. The provision as drafted would
give you the right to employ these people on a permanent basis ?

Mr. Staats. This is a technical problem. A consultant can be hired
only for 120 days in a year. If we are involved in a study which runs
for a year or a year and a half, some limit other than a permanent
status ‘would be quite acceptable if it gives us a little more flexibility
than the 120 days.

Mr. Goopwix. Thank you.

. Chairman Horrrrerp. I am going to ask you a few questions, just
riefly.

Getting back to this rental problem, GSA is required to charge rents
which includes amortization of the building cost, and this is added
to the building fund for replacement of buildings. Would GAO be
charging rent to itself and other agencies on the same basis?

Mr. Staats. You mean for people who are in our building?

Chairman Hourrierp. Yes.

Mr. Staats. Our present thought on that would be that we would
first want to consult with GSA and we would take their views into
account. But the amount of space involved is really not very significant
from the point of view of the overall fund. Our present thinking has
been simply to take the total cost of operating the building and share
it on a pro rata basis.

Chairman Horrrrerp. Your answer then is that you would not oper-
ate under the law which GSA is required to operate under on the basis
of a rate which includes amortization of the capital cost of the
building ?
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Mr. Sraats. I don’t believe the Public Buildings Act requires amor-
tization. It provides that they set their rates on the basis of commercial
rates. GSA is going to charge the same rate as a building located at
Connecticut and K, and that is the most high-priced office space in the
whole city. We are in a pretty undesirable area, as you know from
having visited our building.

Chairman Horirierp. All right, one other point. You request leas-
ing authority for 10-year periods. GSA has leasing authority for 20-
year periods. That should enable you to get cheaper leases. Shouldn’t
you change this authority to 20 vears if we decide to do this?

Mr. Staats. I would have to consult with my staff on that one, Mr.
Chairman.

Chairman Horrierp. All right. Now, we haven™ gotten along as
fast as we wanted to this morning, but I will yield for a couple of
questions.

Mr. Bunrer. On the transfer of the building from GSA to GAOQ,
presumably that also would remove from (GGAO any outside inde-
pendent controls over vour space demands. Would it be desirable, do
you think, in terms of better management to transfer the control of
the buildings to the Architect of the Capitol and give him the author-
ity to limit the space demands of GAQO?

Mr. Staars. The Arvchitect of the Capitol has jurisdiction with re-
spect to the House, the Senate, and the Library of Congress. The other
agency of the legislative branch. the Government Printine Office, has
control of its own space in much the same way that ‘we are proposing
for the GAO. As an agency with 5,000 employees and with space re-
quirements in roughly 20 different locations in the United States and
three locations overseas, we already have built up a good deal of ex-
pertise in this area. Therefore, we think it makes better sense from
a management point of view for us to handle it directly.

If we were a small agency with no field organizations, then T would
be quite agreeable to the Architect of the Capitol handling it. Another
point that should be emphasized is the need for independence. Bv law
we audit the Architect of the Capitol in the same way we audit GSA.
One of the reasons T am making this case is that we do have the job
of auditing GSA, just as we have a job of auditing other executive
agencies.

Mr. Bunier. I am confused by the argument that this would remove
from (A O any appearance that it was being easy on (GSA because it
was the tenant of GSA. T believe you stated earlier vou would not seek
control of your buildings elsewhere other than Washington, and so
forth ?

Mr. Staars. If we occupy Government space, that would be true.

Mr. Bunrer. Then vou would be oceupying buildings controlled by
the GSA. You are saving in Washington you would have independence
and the resional offices would not. Do vou reallv gain so much? Are
we really following through on the appearance issue ?

Mr. Staars. Just as a Member of Congress occupies space in a Fed-
eral building, I assume they will be under the law. We would want to
follow the same practice as for a Member of Congress.

Chairman Horrrrerp. Thank you, Mr. Staats,

We may have some additional questions for you, and we will look
forward to receiving answers.
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Perhaps some of your people can stand by. We are going to ask
Mr. Friedlander and Mr. Zechman of the General Services Adminis-

tration to come forward. You may be interested in their view on
this matter.

Mzr. Staars. We appreciate very much your hcaring us.
[ Additional information relating to title IT follows:]

U.S. GOVERNMENT GENERAL ACCOUNTING OFFICE,
Washington, D.C., June 10, 1974.
To: Committee on Government Operations. Subcommittee on Legislation and
Military Operations.
From: U.8. General Accounting Office Black Caucus, Otha J. Miller, President.
Subject: H.R. 12113—Title II “Audit of Transportation Payments.”

Transportation is the second largest industry in the world and one of the
most important industries in the world. When an internal crisis occurs, such as
World War II, the Korean War, or the Vietnam War, the United States Gov-
ernment probably becomes the largest shipper in the world, and it becomes
imperative that the Government have highly trained personnel in the field of
transportation both in the area of procurement, payment, and auditing the
transportation accounts as well as adjudicating transportation claims. During
the hearings of June § and 6, 1974, only a small amount of testimony was directed
to Title 11, of H.R. 12113.

We wish to call attention to Title II, Audit of Transportation Payments,
which would amend Section 322 of the Transportation Act of 1940 to transfer
primary authority for the audit of transportation bills and recovery of over-
charges, from GAO to one or more agencies of the Executive Branch as designated
by the Director of OMB. It proposes that the entire transportation audit funec-
tion, including the settlement of claims, be transferred to the Executive Branch
not later than July 1, 1976, with GAO retaining its oversight responsibilities as
well as an appellate function enabling carriers to request the Comptroller General
to review executive agency action on their claims.

‘We would like to point out that over the years the General Accounting Office
has developed a staff of highly trained specialists in the field of transportation
such as auditors, claims adjudicators, and employees who maintain the Tariff
Library and other support groups. The expertise of these employees cannot be
duplicated. There is no other central location within the United States that has
developed such a staff. It seems rather strange that the Comptroller General
does not appreciate this staff and wishes to be rid of it by transferring it and
its work to another agency of the Government. Could it be the EEO problems in
TCD? We feel that the serious labor-management problems in TCD are the
real reasons for the Comptroller General ignoring the recommendations of three
transportation studies, and is proposing legislative action to force the transfer
of the function to one or more Executive agencies. Little consideration appears to
have been given to the psychological and economic impact that this bill has and
will have on the employees involved in this move. There are several discrimina-
tion complaints and a class action suit pending at GAO emanating from TCD,
some from minority group persons and women. The employees fear the unknown
factors involved in this transfer. It would appear that more specific plans should
have been worked out before this bill was presented to Congress.

There are many whites in the transportation division who have serious
grievances but, because of the repressive atmosphere, have no means of airing
their grievances. So we are not only speaking for ourselves but for all of our
coworkers.

However, if 397 employees are transferred with the funection to another agency
and 62 remain in GAO, it would appear that the receiving agency would not
have a large enough staff to do the job.

While we do not deny that the transportation audit function is primarily
operational in nature and it is advocated that the function be placed in the
Executive Branch, there are several strong considerations which should be taken
into account prior to coneluding that the function should be removed from GAO.
‘We invite your attention to the findings and recommendations of the Hoover
Commission Report (March 1955), the Joint Agency Transportation Study
(March 1970), and the Joint Transportation Audit Study—DOD and GAO—
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(March 1972). The Hoover Report concluded GAO retain the post audit rather
than requiring DOD and GSA to preaudit transportation bills and that all bills
of lading used in connection with Government payments be audited by the
General Accounting Office. The March 1970 study concluded that the central
GAO audit and settlement role be continued and that continued emphasis be
placed upon systems development with the objectives of attaining maximum
audit coverage through computer and other techniques and minimum manual
reviews of individual transactions. The Joint Agency Transportation Study of
1972 was exhaustive and voluminous and produced new concepts and systems
designed for better conducting the Government’s transportiution business. It also
included an extensive study of the GAO technical audit of transportation pay-
ments. The report of the study group compiled alternate methods of handling
the audit with our present operation and recommended that the central GAO
audit and settlement role be continued. The report further stated, as follows:

“There is no overall advantage to the Department of Dcfense or the Govern-
ment as a whole for the audit and settlement of DOD transportation payments
as now being performed by the U.S. General Accounting Office to be transferred
to DOD. Therefore, it is not considered to be feasible or desirable to'effect such
a transfer,

“If a computerized system can be developed which would provide for the inte-
gration of shipping, billing, payment, and audit processes the feasibility and
desirability of transferring the audit should be re-examined.”

Based upon the recommendation of the DOD-GAO Joint Study Group, it
would appear that Title II of H.R. 12113 is premature in that a computerized
system has not been developed to the extent visualized by the Study Group. To
our knowledge, only one of the simplest of about 34 transportation modes has
been even partly computerized and that has taken over 5 years. When, and if, a
computerized system has been developed, at least to 859% to 909% of capacity, the
feasibility and desirability of transferring the audit should be re-examined,

Further, the proposed transfer of funetion should be sérutinized in the light
of the danger of transferring the function with only a marginal or inadequate
staff. It is obvious that some employees of TCD will not choose to transfer with
the function. Additionally, approximately 50% of employees working in this
function will be eligible to retire from Government on or before the proposed
deadline of July 1, 1976, set for transfer of the audit function. As the OMB
Deputy Associate Director has stated in his testimony before this Subcommittee :

“T also recognize that GAO is in the midst of a long term effort to streamline
and greatly simplify traditional transportation billing and audit approaches and
that a good deal of time and effort must be invested, prior to any transfer, to
develop and install the improvements which they have in mind. We are therefore
dealing with a changing activity where we may not be abl: accurately to define
now the numbers and kinds of people and the equipment which will be needed
to run this function at the time of transfer. In addition, I recognize that there
will be many individual employees now in GAO who will he faced with impor-
tant career decisions of their own in terms of whether they wish to transfer out
of GAO.”

We are concerned that computerization be substantially complete and that the
audit function be in a stable condition at the time of transfer. Further, the ques-
tion arises as to whether a Cost Benefit Study should be eonducted by an inde-
pendent organization to ascertain whether transfer of the audit function from
GAO will provide tangible benefits to the Government which will outweigh dis-
ruption to the function and costs associated with the transfer.

Assuming that the Congress concludes that the funetion should be trans-
ferred, a study should be made as to the single, Executive agency, i.e., DOT,
GAOQ, Treasury, or a new independent audit agency to which it should go. Fur-
ther, as the OMB official has testified :

“. .. GAO and the gaining agency, along with OMB, will have a joint responsi-
bility to see to it that a fully effective unit is transferred, that the work con-
tinues to be properly performed, that the interests of individual employees are
protected, and that they are given every assistance in looking to their own best
interests.

“. .. certainly a carefully prepared implementation plan mutually agreed to by
GAO and the gaining agency would be necessary and the assistance of the Civil
Service Commission would be highly desirable on the persdnnel management as-
peets of the transfer.”
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In the memorandum from the Comptroller General dated January 25, 1972, an
organizational realignment was set up. Under provision 3 it was stated: “The
present Transportation and Claims Divisions are consolidated into a single di-
vision and the transportation and traffic management review function (TRAT-
MAR) is reassigned to the new Logisties and Communication Division. This
change has two objectives. One is to concentrate all aspects of Government—logis-
tics—including the related functions of transportation, warehousing, distribu-
tion and inventory control—in one audit division. The other is to provide better
long-term opportunities for the utilization and development of the personnel as-
signed to the important claims and transportation payment audit functions.” The
reorganization was effected in about May 1972. The question then arises as to
what prompted the decision in mid-1973 to transfer the audit function from
GAO rather than waiting until the recommendation of the DOD-GAO Joint
Study Group could be implemented ?

We are concerned that the interests of individual employees are protected ;md
that they will be given, in the event of transfer of the function, every assistance
to protect their economic and job interests. Many clerical personnel are Blacks
and females and are in the lower grades and will be most vulnerable in the event
of transfer. As of May 1974 there were 459 employees in TCD of which over 45%
were Blacks.

Agsurance must be given these lower-grade employees that the Freight Rate
Specialist training program and other upward mobility programs will be con-
tinued at the gaining agency and that they will receive equal employment oppor-
tunity after transfer. A review of the gaining agency’s ERO and upward mobility
programs and atmosphere should be examined. Employees of TCD should not be
transferred to the gaining agency if there is no assurance that they will be
employed for longer than one year.

Tt is also our concern whether there will be any employees of TCD who will not
transfer and who will not be retained at GAO. If so, what actions will be taken to
train them to qualify and be placed in other jobs? Standards and criteria similar
to those utilized under a merit promotion program should be set up for selecting
employees who will remain and those who will go. Wherever possible, considera-
tion should be given to retaining a representative number of minority group and
female employees in TCD at GAQ. Serious consideration should be given in deter-
mining who will make the final selection of employees who are to remain and those
who will be transferred. There should also be a close working relationship between
not only management groups of GAO and the receiving agency but also between
employees representing EEO and upward mobility programs at both agencies.

Once the single Executive agency has been identified to receive the function,
serious consideration should be focused upon physically retaining the function,
if at all possible, within the District of Columbia. This is essential to assure that
lower-grade employees whose incomes are limited will be able to commute to the
new job site and not be faced with relocating their residences and for encounter-
ing insurmountable transportation and parking problems.

In concluding, should it be determined that the transportation audit function
be transferred to the Executive Branch, a carefully prepared implementation plan,
mutually agreed to by GAO and the gaining agency, with input by all levels of
employees of TCD, and assistance from the Civil Service Commission, would be
essential to a successful transfer of the audit function.

With the permission of this Committee, we request that the full text of the
Hoover Commission Report, the Joint Agency Transportation Study, and the
Joint Transportation Audit Study be included in the record.

We thank you for this opportunity to try and show you the picture as viewéd
by the employees who will be involved if transfer of the transportation and audit
function is accomplished.

COMPTROLLER GENERAL OF THE UNITED STATES,
‘Washington, D.C., June 21, 1974.
Hon. CHET HOLIFIELD,
Chairman, Subcommitice on Legislation and Military Operations, House Com-
mittee on Government Operations, House of Representatives.

DeAr Mr. CHATRMAN : We are pleased to respond to your request that we com-
ment on the letter addressed to the subcommittee by Mr. Otha J. Miller, President
of the General Accounting Office Black Caucus, regarding Title II of H.R. 12113,
“Audit of Transportation Payments.”
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The letter expresses the concerns of the GAO employees who would be affected
by the transfer of the rate audit function to the Executive Branch. Most of the
concerns discussed in the letter have been made known to us during various meet-
ings held with representatives of the Black Cancus and other employee organiza-
tions, and have been given full recognition in our planning for the transfer. These
eoncerns are:

Reasons for the transfer;

Computerization of operations;

Plans for the transfer;

Timing of the transfer ;

Staffing considerations, and

Other employee concerns,

Following are specific comments on each of these concerns.

BACKGROUND AND REASONS FOR THE TRANSFER

Mr. Miller raised questions dealing with the rationale for the proposed trans-
fer, the relation of the transfer to the recommendations of three groups that
studied Government transportation issues, and cost-benefit implications of the
transfer.

As indicated in my statement of June 5, 1974, before yomr subcommittee, the
basic reason for proposing the transfer of this operation is that by its very
nature it is primarily an operating function of the Executive Branch. Almost
all of the transportation costs of the Government are incurred by Executive
Branch agencies in the course of carrying out their operations. This being the
case, the responsibility for determining that the charges bllled are techniecally
correct belongs to the branch of Government that procures the transportation
services. Under the policy established by sections 113(a) and 117(a) of the
Budget and Accounting Procedures Act of 1950, this is true for payments for
all other types of services and it should apply as well to transportation.

The detailed transportation audit function is simply not ronsistent with the
general purposes, objectives, and responsibilities of the GAQO as they have been
modernized over the past 25 years. Its primmary emphasis is now on evaluating
the efficiency, economy, and effectiveness of executive agency management per-
formance and on assisting the Congress in its legislative and oversight work.
Responsibility for the detailed audit of transportation expenditures should be
vested in the Executive Branch, subject to overall review by the GAO. This
change would conform this large area of Federal expenditure to the same concept
of executive management control, subject to GAO postaudit, that applies to all
other categories of expenditures.

Concerning the previous studies performed by various groups since 1955 on
the audit of transportation payments that were cited in Mr. Miller’s letter, an
explanation of the scope and objectives of these various studies will place in
better perspective the conclusions and recommendations made.

A subcommittee of the 1955 Hoover Commission studied the prepayment audit
capability of various agencies'and, based on the success of the preaudit operations
of AEC and TVA, concluded that the postpayment audit in GAO could be
eliminated. The Hoover Commission rejected the subcommittee conclusions and
recommendations, citing the relative simplicity of AEC and TVA shipments,
and stated that expansion to more complicated traffic of the other agencies
of a prepayment audit would further delay payment and be contrary to the
intent of the faster payment provisions of the Transportation Aet of 1940.
Neither the subcommittee nor the Commission considered a transfer of the
postpayment audit operations from GAO.

The Joint Agency Transportation Study conducted in 1969 and reported on
in 1970 was the study that introduced new concepts and systems for better
conducting the Government's transportation business and not the 1972 study
as stated in Mr. Miller’s letter. The 1970 study did conclude and recommend
that the postpayment audit functions remain in the GAO at that time. In their
consideration during the study, the alternatives explored by the study team
were decentralizing the audit (1) to civilian and military paying locations,
(2) to paying agencies and departments, and (3) to the Department of Defense
for all military agencies and GSA for all civilian agencies. Again, this study
did not address itself to transferring the postpayment audit operation to a single
agency and continuing the centralized nature of the operation.
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The scope of the 1972 joint DOD-GAO Transportation Audit Study was to
explore the feasibility and desirability of transferring the DOD portion of
transportation payments to the Department for final audit and settlement. This
study group concluded properly that no advantage would be gained either by
DOD or the Government as a whole from splitting the audit in this manmner.
The economies of scale from a centralized operation, the necessary duplication
of extensive tariff files, and the expressed objections of the carrier industry
to a decentralized operation were also factors in the group’s conclusions and
recommendations. Obviously, from the scope of the study, consideration of the
transfer of the entire postpayment audit operation to a single agency was not
considered.

Thus, the findings and recommendations of the three study groups were
concerned with the feasibility of decentralizing various transportation audit
activities and were made in consideration of the audit procedures and technology
available at the respective times.

With the aforementioned studies as background, the GAO in early 1973, as
part of our long-range planning, studied the potential for a transfer, not on a
decentralized basis, but on the basis of transferring the entire operation as a
centralized operation to the Executive Branch. Our rationale was and is that
a centralized operation, with sufficient staffing, would :

Operate as efficiently in the Executive Branch as in GAQ;

Improve the ability of the gaining agency, particularly GSA, in carrying out
it transportation responsibilities ;

Meet the legitimate concerns of the carrier industry ; and

Serve as the basis for continuing the streamlining, computerization and other
improvements to enhance the efficiency and economy of operations.

COMPUTERIZATION OF OPERATIONS

Perhaps mislead by some of the information disseminated regarding the com-
puterization of GAQ’s transportation audit operation, Mr. Miller indicated that
a fully operational computerized rate audit must exist as a prerequigite to the
transfer. Although a computerized audit of the major modes of traffic is still
a goal to be achieved to the degree possible before the transfer is effected, we
believe that with the automated auditing concepts now established, the acquisi-
tion of the necessary input and tariff data, and the computer programming
completed and tested, a degree of automation will be possible on the major modes
of traffic by the transfer date. This work, which is underway, would be continued
by the gaining agency to permit a more efficient audit on a cost-effective basis.

The successful automation of the domestic household goods audit referred
to in Mr. Miller’s letter was a pioneering effort in automating the rate audit of
a complete mode of traffic. The result has been to audit payments and recover
additional overcharges from carriers that could not be audited on a manual
basis and remain cost-effective. Moreover, the time spent and knowledge gained
in developing this system has accelerated the conceptual and programming
phases in the automation of the principal passenger and freight modes.

In our automation efforts to date, we have also planned and arranged to use
our computer and shipping date generated by DOD computers as an analytical
tool to screen and collate the incoming work from the paying offices in order
to select out, for detailed manual audit, specific payments most susceptible to
carrier overcharges. This screening and collating is now being performed with
original documents on a manual basis by our clerical support staffs. Utilization
of microfilm and microfiche obtained from payiment offices will substitute for
the original documents now being sent to the GAO. This improvement will be
an interim step as we proceed with the utilization of the same data in develop-
jng the computerized rate audits of the major modes of traffic.

As another example of using the computer to gstreamline audit operations, in
April 1974 we implemented into our computer system data collection and analyti-
cal techniques to better identify strata of transportation transactions which are
most likely to involve significant overpayments. The results of this effort will
be that unproductive audit work will be sharply reduced. Again, this represents
another step in our progress toward computerization of the rate audit.

In summary, we are proceeding steadily toward greater computerization of
the audit. It is a step-by-step process and from a practical view will continue
on for many years as more sophisticated computer equipment becomes available
and improved methods and procedures are developed.
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We will assist the gaining agency in continuing these efforts after the transfer.

PLANS FOR THE TRANSFER

Mr. Miller stressed the need for specific plans for the transfer and that input
should be obtained from the gaining agency, from the Civil Service Commission,
and from all levels of employees affected by the transfer. The statement of the
Deputy Associate Director, Office of Management and Budget, made to your
subcommittee on June 6, on the need for a carefully prepared coordinated imple-
mentation plan for the transfer was cited.

We are in complete accord with Mr. Miller's and OMB’s statements. Recogniz-
ing the prerogatives of the Congress and the need for many Executive Branch
determinations yet to be made in regard to the proposed transfer, we have taken
all actions practicable to develop a coordinated transfer plan at this time. The
plan as it is further developed will be subject to modification by OMB, C8C, the
gaining agency as soon as such agency is designated, and other interested parties.

It was due to concerns similar to those expressed by Mr. Miller and our desire
to effect an orderly transfer of this function that T appointed a Steering Com-
mittee in September 1973 to study and evaluate all phases of the present audit;
the nature, timing, and acceleration of planned improvements in our operations ;
and the impact on the affected employees from a standpoint of their individual
careers and their rights as Federal employees. My memorandum establishing this
Steering Committee is enclosed.

‘The Steering Committee, comprised of four key GAO officials—the Director of
Transportation and Claims Division, the Director of GAO’s Office of Program
Planning, the Director of the Division of Financial and General Management
Studies, and an Associate General Counsel—was formed to facilitate the trans-
fer of the rate audit functions and assure that all necessary actions were taken
to make the transfer feasible on or before July 1, 1976, This Committee has the
responsibility for developing a plan which includes :

Alternative courses of action available to GAO with and without passage of leg-
islation transferring the rate audit funetions.

Recommended actions, ranked by priority, which GAQ can take to improve
the efficiency and effectiveness of the transportation rate audits.

A timetable for implementation of such actlons.

Recommended long-range manpower plans for the rate audit.

This plan will set forth the actions to he taken regarding selection of person-
nel, recruitment, training, timing of the transfer, ete., and will assure a com-
pletely adequate staff to the gaining agency to carry out the required operations
as they exist at the date of transfer.

TIMING OF THE TRANSFER

Questions are raised in Mr. Miller’s letter as to whether the proposed transfer
is premature. As stated in my testimony, the transfer of operational functions
of an executive nature has been g program that has been earried out since the
enactment of the Budget and Accounting Procedures Act of 1950. I also stated
that the complexities involved in the tariff pricing structuras covering transpor-
tation did not permit an earlier transfer until the later development of computer
techniques. With the advances made in industry and the Govermment in the
adaptation of these techniques to this area of Government expenditure, we believe
it is entirely feasible that the auditing of these payments can be facilitated using
computer techniques. The work that has been done to date by GAO in advancing
the use of these techniques ean be used by the gaining agenecy to further efficien-
cies in audit onerations.

This foundation or framework is now well underwav, and we feel confident
that the timing of the transfer, as envisioned in H.R. 12118 (on or before July 1,
1978), will give us ample time to provide the framework for streamlining the
audit operation using computers and other updated techniques.

STAFFING CONSIDERATIONS

Mr. Miller expressed concerns as to the adequacy of the quantity and capa-
bility of the staff to perform the audit functions affer the transfer, particularly
pointing out that many emplovees will be eligible for retirement. We have had
these same concerns for several years ; however, we are now certain that, through
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our training programs and the implementation of operational improvements, we
will be in a position to transfer a fully effective complement of qualified and ca-
pable employees.

Over the years the number of employees involved in the audit has decreased.
We have maintained the balance of workload demands and staff availability
in several ways. For example, the hiring of technical employees has been kept
to a modest level and we have partially filled our needs for technical expertise
by training elerical personnel, An important aspeet of this training is that many
of our low-graded employees have been able to qualify for higher paying jobs.
This is a continuing program and presently 12 employees enter training each
year. Any needs for clerical stafl replacements can be met on a timely basis
through our normal recruiting processes.

Currently we are working on 12 projects aimed at streamlining the rate audit
operations that will further reduce staff needs. The implementation of the im-
provements that result from these projects will be done to better balance work-
loads with staff availability before and after the transfer.

EMPLOYEE CONCERNS8

Mr. Miller also indicated that employees have other concerns and apprehen-
giong over the proposed transfer, This is certainly understandable. Key concerns
cited are the method of selecting the employees to transfer and to stay, the
location of the audit after transfer, equal employment opportunities in the gain-
ing agency, and continuation of upward mobility and training programs by the
gaining agencey. )

Wa are sensitive to the concerns, interests, and rights of our employees. A8
early as September 1973, we issued a detailed memorandum to all employees
involved in the transportation rate audit which explained (1), what the transfer
entails and its precedents in GAO history; (2) why the transfer is being pro-
posed; (8) previous studies and recommendations; (4) when the transfer will
be feasible; (5) how the rights of GAO employees will be protected, and (6)
GAO’s future role in transportation. Alse, on an office-wide basis, we have
advisory councils representing employee EEO interests, youths, and women. In
addition to these councils, the personnel directly affected by the transfer are
represented by separate advisory councils elected by employees, supervisors,
and management. We believe that these councils give assurances that employee
concerny and grievances are dealt with adequately and timely.

Obviously it is not possible to specifically resolve at this time all of the con-
cerns of employees involved in the rate audit. For example, the designation of
a specific location for the audit after transfer will be based on many factors
that must be considered at some future time by the gaining agency.

Notwithstanding, we have advised GSA, as a potential gaining agency, of
employee concerns. [GSA officials, in our preliminary discussions, have indi-
cated that career development opportunities at their agency are excellent; that
upward mobility training programs would be continued; that the location of
the audit wonld remain in the Washington, D.C,, area; and that GSA is fully
committed to the principles of equal employment opportunities. GSA officials
share our desire that to the extent feasible a fully operational and intact
organization would be transferred in order to avoid disruption to employees
and the efficiency of the audit activity.]

The Steering Committee will, of course, consult and work with the CSC on
matters dealing with employee interests and rights.

* * * * . * * *

From the foregoing, it is apparent that actions have been taken and a great
deal of consideration has been given and will continue to be given to resolving
any potential adverse impact the transfer might have on employees. These actions
and considerations involve the protection of employee rights to continued employ-
ment by the gaining agency to the full extent permitted by CSO regulations and
the additional provisions in section 202 (b) of H.R. 12113; continuation of upward
mobility programs in GAO prior to the transfer to assimilate needed employees
in other phases of the work of the GAO; and the continued training of lower-
graded clerical employees to provide needed technical talent before and after
the transfer. : .

As T stressed to your subcommittee, I feel it is extremely important to GAO’s
long term well-being as an agency of the Legislative Branch and the Congress
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to “get executive functions out of GAO.” If we hold that line, we are in a better
position to resist proposals to give us operating-type responsibilities in the future
that rightly belong in the Executive Branch,
Sincerely yours,
Comptroller General of the United States.
Enclosure,

U.8. GOVERNMENT GENERAL ACCOUNTING OFFICE,
Washington, D.(., September 10, 1973.
To: Heads of Divisions and Offices,
From : Comptroller General Elmer B. Staats.
Subject: Steering Committee—Transfer of Transportation Rate Audit and Re-
lated Claims Functions to the Executive Branch,

On August 9, 1973, the Program Planning Committee determined that certain.
changes in the transportation rate audit functions should be aggressively pursued.
These proposals for change cover a wide range of policies and procedures, and
require talents located outside of the Transportation and Claims Division;
therefore, a GAO project team will be designated by and report to a Steering
Committee on the Transfer of Transportation Rate Audit and Related Claims
Functions to the Executive Branch. This committee will be responsible for plan-
ning and directing these efforts. The following individuals will serve on. this
steering committee : Thomas B, Sullivan, TCD ; Donald L. Seantlebury, FGMSD ;
F. Henry Barclay, Jr., 0GC ; William N. Conrardy, OPP.

The primary concern of this committee-—to facilitate transfer of the trans-
portation rate audit and claims functions from GAO to the executive branch—
will be accomplished by accelerating our efforts to:

Measure the costs and benefits of decreasing the audit backlog by increasing
audit minimums.

Streamline procedures for the detailed rate audit,

Simplify the transportation rate structure.

Computerize transportation tariffs.

Spin off portions of the rate audit to the appropriate executive agencies.

The committee will review our progress in these areas, and have a program
plan prepared to coordinate these activities so that our goal of an early transfer
of these functions may be achieved. The program plan will include sufficient
detail to allow for immediate implementation without need for further policy
decisions. The plan will include :

Alternative courses of action available to GAO with and without passage of
legislation transferring the rate audit funections,

Recommended actions, ranked by priority, which GAO ¢an take to improve the
efficiency and effectiveness of the transportation rate audits.

A timetable for implementation of such actions.

Recommended long-range manpower plans for the rate audit.

The steering committee is authorized to designate a project manager to manage
this special GAOQO proposal. Divisions and offices will provide needed staff
asssistance as requested by the committee. The steering committee is authorized to
initiate contact with other agencies and to obtain whatever consulting services
found to be necessary, in order to fulfill its mission,

I am sure that this eommittee will receive your whole-hearted support and
cooperation. This is another step in our continuing effort to manage GAO's
resources for maximum service and assistance to the Congress.

GENERAL ACCOUNTING OFFICE FQUAL EMPLOYMENT OPPORTUNITY PROGRAM
PostrioN AND STATUS PAPER—FEBRUARY 1974

The cornerstone for developing a long-range integrated equal opportunity
program is being laid through our afirmative EEO action planning. As an office
we believe that EEO and effective personnel management, including the merit
system, are interdependent and interrelated. The ultimate objective—managing
our staff resources so as to make equal opportunity a way of life in GAO—can be
brought about more rapidly by integrating this objective with all other program
and work objectives. }

Our immediate objective is to integrate ERO planning with all other manage-
ment planning. For example, we recently changed our EEO Affirmative Action
Plans to a fiscal year basis beginning with ¥Y 1975 since all other management
planning, including budgeting, is on this basis.
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EMPLOYMENT AND RECRUITMENT OF MINORITY PERSONS AND WOMEN

1. Employment Projile: July 1972—dJ anuary 1974

A. During the period from July 1, 1972, through January 31, 1974, a minority
employment in grades 1 through 4 dropped from 841 persons to 269, a decrease of
72 or 21 percent, At the same time, minority employment in grades 5 through
& increased from 227 persons to 384, up 157 or 69 percent. This shift was'largely
due to job reclassifications, promotions, training programs, and our:'coliege
reeruitment effort. A shift also occurred among white persons in these same
grades during the same period. White employment in grades 1 through 4 dropped
from 227 to 162, down 65 or 28.6 percent. In grades 5 through 8 it also decreased
from 550 to 547, down 8 or .54 percent,

B. In grades 9 through 12, minority employment increased from 103 to 133,
up 30 or 29 percent, Among whites in these grades employment decreased from:
1,943 to 1,868, a drop of 75 or 3.86 percent.

C. In grades 13 through 18 minority employment increased from 17 to 35, up
18 or 105.8 percent, White employment in these grades went from 1,356 to 1,467,
up 111 or 8.2 percent.

D. Overall, 688 minority persons accounted for 14.5 percent of the GAO general
gchedule workforce -in July 1972, In January 1974 their number had increased
by 133, bringing their total to 821 or 16.9 percent of the workforce. Significantly,
the total GAO workforce in grades 1 through 18 increased by only 101 persons:
during this same period.

The table below shows the change in the minority composition of our work-
force according to grade groupings:

Minority employees as a percentage of all employees

Grade levels July 1972 January 1974 Increase:
1tod .. 60.0 62.4 2.4
5to8__ 29.2 41.3 12.1
912 . 5.0 6.7 1.7
13 to 18.. 1.2 2.3 L1

11. Recruitment of Professionals

A, Our college recruitment effort covering the period October 1, 1972 through
June 30, 1978, resulted in the employment of 73 minority persons (men and
women) and 32 white women, a total of 105 people out of 285 hires for GS-7 and
9 entry-level positions. The combined minority/female hires was therefore 36.8
percent, a figure far surpassing the 20 percent goal which had been established:
in our afirmative action plan. At the same time we hired 80 persons at grades
11 and above. Of this number, 16 or 20 percent were minorities/women.

B. In the first seven months of FY 1974 we continued to aggressively recruit
women and minority students at colleges and universities across the country.
Resiilts so far indicate that by June 30 we will equal or improve upon last
year’s record. The following table provides a statistical review of our efforts:

COLLEGE LEVEL RECRUITING FOR THE 7 MONTHS ENDED JAN. 27, 1973

Reported and Offers still

Job offers to report Declined outstanding
Percent Perceni Percent Percent
Group Number total  Number total Number total Number totak
59 17.1 33 16.8 18 19.6 8 143
18 5.2 14 7.2 2 2.2 2 1.6
1 .3 1 B e iz
6 1.7 4 2.0 L9 ... 1.8
60 17.4 26 13,2 22 73.9 12 21.4
201 58.3 119 60.4 49 53.3 33 58.9
35 L 197 . 92 .- 56 e

1 As of Feb. 11, the figures for this group changed as follows: Job offers, 20; reported and.to-report, 15; declined. 2
dutstanding, 3.
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C. Our effort to recruit minority persons and women at colleges and univer-
sities is being enhanced by participation of minority and female members of our
professional staff as follows :

Number

Blacks ... e 29
Spanish surname — 8
Oriental &
White female — 29
Total . 62
These 62 individuals visited a total of 110 schools during the first half of

FY 1974,
D. The chart below summarizes our FY 1974 efforts to recruit minority per-
sons and women for positions at grade 11 and above,

UPPER LEVEL RECRUITING FOR THE 7 MONTHS ENDED JAN. 27, 19713

Job offers Reported and to report Declined
Percent Parcant Percent

Group Number total Number total Number total

13. E 16.6:

1 n this group 3 applications are also presently in process.

UPWARD MOBILITY PROGRAMS.

Last February we established a task force to develop a “preprofessional™
upward mobility program. Its purpose was to create new developmental or
“bridge” jobs which together with college training gt GAO expense would pro-
vide opportunities for employees in the lower grades to cress over into our Pro~
fessional ranks where greater potential exists for career advancement. This
program became operational in November. The following charts provide brief
statistical data on the grade levels, race and sex of persons currently participat-
ing in, or selected for April participation in, the various preprofessional programs,

MANAGEMENT ANALYST ASSISTANTS

Black 1 Other Total
Grade Male Female Male Female Male Female
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The number of preprofessional positlons will gradually increase through FY
3978 when we anticipate having 80 persons in the program at one time.

‘We also have an upward mobility program for employees agpiring to the techni-
cal position of freight rate specialist. The chart below profiles participants in
this program.

: FREIGHT RATE SPECIALISTS

Black 1 Other Total
Grade Male Female Male Female Male Female

@

o

1 The only minority group represented in application and selection processes.

In addition to our structured upward mobility programs, we provide special
employment and training opportunities to five (5) employees under the provisions
of the OSC Worker-Trainee Opportunities Bulletin 713-31, dated April 27, 1973.

ORGANIZATION AND STAFFING
{ FEO Office

A. Several months ago our Director of Program Planning was also appointed
Director of EEO, replacing a person who was serving as Acting Director. A pri-
nary consideration in making this personnel change was our wish to better inte-
zrate equal opportunity planning with all other GAO management planning. The
ultimate objective is to institutionalize EEO conslderations through integration
with day-to-day decisionmaking at all levels.

B, Fourteen months ago we established in the Office of the Comptroller General
the full-time position of Deputy Director for EEO. More recently, another full-
time EEO specialist position was established under the Deputy Director. The
woman selected for this position was subsequently appointed Federal Women’s
Erogram Coordinator, replacing the person who previously served on a part-time

asig.

C. Another full-time position in our BEO oflice is allocated for F'Y 1975.

D. During the summer we launched our Sixteen Point Program for Spanish
Speaking, with our EEQ Deputy Director serving as the program’s national
coordinator. Ie is assisted by 8 part-time coordinators in various regions of the
country. Program emphasis to date has been on hiring more Spanish surnamed
persons for our professional staff at both entry and upper-level grades. Results
of this effort are encouraging.

F. Having established a viable EEO office, we recently discontinued the person-
nel relations committee whose primary purpose was consideration of equal op-
portunity matters, Procedures now call for our EEO Advisory Council (an
glective body) to transmit its views and recommendations directly to the EEO
‘Director. Information concerning its activities may be submitted to the Comp-
‘troller General through the IDEO Director. This arrangement is infended to
-greatly expedite resolution of any institutional EEO problems as they arise.

II. Upward Mobility Programs

A, During the summer the full-time position of Director of Upward Mobility

Programs was established and staffed, along with a support position.

B. Another full-time position will be allocated to upward mobility programs in
Y 1975. :

I1I. EEO Advisory Council

A. The 18 member EEOAC was established in October 1971 to provide an effec-
tive means through which employees could express their concerns and participate
in the development of BEO policies and programs. For example, the Council was
instrumental in our decision to establish the upward mobility programs cited
above, and the Council chairman was appointed a member of the task force
charged with program design. .
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‘B, Electlon of new Council members for 2 year terms oeenrs annually in Febru-
ary, with 7 of the seats up each year. In addition to the 14 elected repregentatives,
the Council has 4 seats guaranteed to employee organizations. They include the
Black Caucus, 2 labor unions, and the GAO Employees Association.

C. Council members are granted 8 hours biweekly to work on Council business.
Additional time is provided to members when the EEO Director wishes their
assistance on special projects such as preparation of suggestions for inclusion in
the annual affirmative action plan.

COMPLAINT PROCESSING

During the period July 1972, through January 1974, 8 formal complaints of
alleged discrimination were filed against GAO. The status of each in the complaint
processing system is outlined below :

Discrimination because of race; Issue: promotion; Case pending in TU.S.
District Court ; amended to include class action complaint,

Discrimination because of race; Issue: promotion; Case pending in U.S.
District Court ; included in class action complaint cited above.

Diserimination because of sex; Issue: denial of advancement opportunities ;
GAO cancelled complaint for want of prosecution (refuxal of complainant to
accept appointment of GAO complaint investigator) ; Case pending in U.S.
District Court.

Diserimination because of sex ; Issue: promotion; Ilearing before Civil Service
Commission complaints examiner in February 1974 resulted in GAQ cancella-
tion of complaint, decision based on complaint examiner’s denial of request for
hearing postponement on grounds that complainant’s counsel had had adequate
time to prepare case.

Diserimination because of race: Issue: systematic diserimination in hiring and
promotion ; GAO rejected complaint because it lacked specificity ; complainant
did not submit revised complaint.

Discrimination because of race and national origin; Issue : promotion ; Investi-
gation completed; Complainant and GAO secured informal adjustment,

Diserimination because of race; Issue: promotion; Investigation completed :
Informal adjustment presently in process.

Discrimination because of race and sex; Issnes: promotion; denial of upward
mobility training; denial of opportunity for representation at meeting with
management; denial of request to become ERO Counselor; investigation in

process.
ATLLOCATION OF RESOURCES
I. EE0 PERSONNEL RESOURCES AS OF FEBRUARY 1974
Headquarters Full time Part time
Director, EEO_ .. 1
Deputy Director, EEQ1_. 1

Coordinater, EEO_.._.____________.
Coordinator, Federal wome|
Officers, EEQ

Counselors, EEQ
Complaint investigators___.___________.______
Advisory Council, EEO____
Office staff, EEO_______________ . I

Subtetal. - 5 55

1 Serves as Natronal Coordinator, 16-point program.

Field Fuit time Part time
Officers, EEO.. __ . _______. . .____. ; 15
Counselors, EEO_.___ 21
16-point coordinators_ 8

Total. .. . . 44
Total number of EEQ program personnel.__ 93
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1. ESTIMATED EEO FISCAL RESOURCES

Fiscal years—

1973 1974 1975
Man- Man- Man-
Program activity years Amount years  Amount years Amount
EEQ cOUNSEliNg. - memmmmmmmcmmmmmnmemmmcnnoamnn 0.80 $11,000 0.55 9, 000 0.80  $12,500
Complaint processing. . ceaco oo mocrmmanmaamemmmms 1.00 20, 000 1.00 2,000 1.25 28, 000
Program administration. - 6.25 139,000 9.05 230,000 10.05 278,000
EEQ-related training. - cccveccmmemmmammmammnman 1.10 20,500 1.80 55,000 2.70 70, 000
Total, EEO . o —cocmmmmmmmc v m e nnaan 9.15 190,500 12.40 316,000 14,80 388,500
Total, upward MoDHItY - - <o ceammmeccmmemasammmmmm o e oo 19.00 275,000 46.00 501,000
Grand total oo oo 9.15 180,500 31.40 591,000 60.80 883,500

Chairman HotrrmeLp. We are going to continue for quite a little
while. ,
Mr. Zechman, will you proceed with your statement

STATEMENT OF RONALD E. ZECHMAN, ACTING ASSOCIATE ADMIN-
ISTRATOR, GENERAL SERVICES ADMINISTRATION; ACCOMPA-
NIED BY ISAAC E. FRIEDLANDER, EXECUTIVE DIRECTOR OF
THE PUBLIC BUILDINGS SERVICE; JOHN J. LORDAN, DIRECTOR,
OFFICE OF FINANCIAL MANAGEMENT, OFFICE OF FEDERAL
MANAGEMENT POLICY; AND JOHN REUTEMANNK, DIRECTOR,
AGENCY TRANSPORTATION COORDINATION DIVISION, FEDERAL
SUPPLY SERVICE

Mr. Zucirvax. Yes, sir, T certainly will.

Mr. Chairman, members of the committee, it is = pleasure to appear
before the committee today to discuss the General Accounting Office
Act of 1973, FLR. 12113.

As you may recall, the Office of Federal Management Policy was
established as a result of Executive Order 11717, dated May 9, 1973,
which transferred a range of financial management, management sys-
tems, procurement management, property management, and ADP
management functions from the Office of Management and Budget
to the General Services Administration.

In doing so, the President indicated his desire for the General
Services Administration to “assume a broader management role by
becoming the President’s principal instrument for developing better
systems for providing administrative support to all executive branch
activities.” The order assigned GSA overall leadership responsibility
for developing Government-wide policy in the administrative manage-
ment areas, and for secing that such policy is carried out within the
departments and agencies.

In carrying out the financial management responsibilities of our
new office, we work closely with the General Accounting Office through
such interagency mechanisms as the joint financial management im-
provement program. The Comptroller General is chairman of the
JEMIP this year. In fiscal 1975 Administrator Sampson will assume
the chairmanship.
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Our office shares with the GAO a commitment to improve auditin,
“throughout the Government. To this end we recently issued Federa
-Management Circular 73-2, “Audit of Federal Operations and Pro-
grams by Executive Branch Agencies.” The circular emphasizes the
Importance of the independent audit function, and, among other
things, calls for early audits of new or significantly changed programs
provides for closer cooperation and coordination among audit staffs
at various levels of government ; incorporates by reference the recently
issued GAO audit standards,

Because of our interest in the audit area, we enthusiastically support
those parts of II.R. 12118 which seek to improve that audit of Federal
activities. We believe that, on the whole, the bill would place basic
responsibility for auditing with executive branch agencies—where we
believe it belongs—leaving the General Accounting Office in a position
;;Do C&Iﬁ‘y out its proper oversight responsibilities over the executive

ranch.

Title I of the bill, for example, would give department or agency
heads responsibility for preseribing effective statistical sampling pro-
cedures to be used 1n examining disbursement vouchers, subject to lim-
itations established by the Comptroller General. We would expect the
departments and agencies to work closely with the GAO in develop-
ing these procedures—and, of course, the GAO would still have the
job of evaluating the adequacy and effectiveness of the procedures.

Similarly, title IT of the act provides for the executive branch to
assume responsibility for auditing transportation payments. This is
a highly specialized, time-consuming, and arduous task, but we agree
that it is a proper function of the executive branch of the Govern-
ment. Again, however, in connection with transportation payments,
the GAO would retain oversight responsibility to ascure that the desig-
nated executive branch agency does its job properly.

Should the bill be enacted and the transportation audit be assigned
to GSA, it would complement our Government-wide trangportation
mission. In our statutory role of traffic manager for the civilian agen-
cies, GSA provides a variety of transportation management programs
designed to accomplish the most efficient and economical use of the
various freight and passenger modes.

GSA also maintains a master tariff library which is utilized in serv-
ing Federal agencies requiring freight rate and passenger fare deter-
mllnéttions, as well as routing, freight classification, and related techni-
cal data.

We also support section 801 ( a) of the bill which would clarify the
authority of the Comptroller General with regard to nonappropriated
funds, such as the military exchanges, Again, the spirit of this section
seems to be that the basic responsibility for management and audit lies
with the affected executive branch departments and agencies, and
GAQ retains the right to review their stewardship.

Although we support subsection 301 ( a), we seriously question the
appropriateness of subsection 301 (b), which requires an annual report
to the GAO from each nonappropriated fund activity. We believe this
direct reporting to a legislative acency is of an operating character
which blurs the lines of responsibility between the branches of Gov-
ernment, and is inconsistent with the spivit of the rest of the bill.
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Moreover, we believe subsection (b) may not be necessary. The pur-
pose of the subsection is “to aid the Comptroller General in planning
audits or reviews.” We believe there already should exist, in the af-
fected departments and agencies, adequate information for such pur-
poses. If, in some individual case, there does not, a better remedy
would be to work directly with the affected department or agency to
get the information, rather than initiating a new across-the-board re-
porting requirement.

Generally, in the audit field it is not necessary to impose special re-
porting requirements just to aid in planning audits. If it is determined,
after some experience is gained under subsection (a), that adequate
information for audit planning cannot otherwise be obtained, we be-
lieve any additional reports that are necded should be made to the
management of the affected department or agency. These, of course,
then would be available for use by the GAO under the “access to
records” provisions of subsection (a).

We would defer to the Civil Service Commission with regard to
title IV of the bill, which deals with personnel matters.

‘We oppose title V of the bill which would remove a building occu-
pied, in part, by the General Accounting Office from the custody of
GSA, and give such custody to the Comptroller General. Mr, Isaac E.
Friedlander, of the Public Buildings Service, GSA, is here with me,
and will make a detailed statement with regard to this provision.

As far as Titles VI: Audits of Government Corporations, and VII:
Revision of Annual Audit Requirements, are concerned, we believe
they bring much needed uniformity and simplicity to audit provisions
that were separately incorporated in a number of different laws over
the vears.

To the extent that these titles free the GAO from certain cycle audits
that it apparently considers of relatively low priority, they make it
possible to concentrate on more productive audit and evaluation work.
Accordingly, we support title VI and title VII.

Mr. Chairman, t?us completes our statement. We will be happy to
answer any questions you or members of the committee may have.

Chairman Hovrrierp. Thank you.

Mr. Friedlander, do you have a statement ¢.

Mr. FRIEDLANDER. Y es. ‘

Chairman Hovrrierp. We will hear your statement, and then we will
ask questions of both of you.

Mr. Friepraxper. Mr. Chairman, members of the subcommittee, I
am 1. E. Friedlander, Executive Director of the Public Buildings
Service of the General Services Administration.

Tt is a pleasure to be here this morning to testify on title V of H.R.
12113, which would remove from the Administrator of General Serv-
ices and grant to the Comptroller General exclusive custody and
control over the General Accounting Oflice building, including the
olpera:tion, maintenance, repairs, alterations, and assignment of space
therein.

Such space would be assigned to other Federal agencies at such
rates which may be agreed upon. The Comptroller General also would
be authorized to lease buildings or parts of buildings for the use of the
General Accounting Office.
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The aforementioned are all functions for which GSA has been given
authority and responsibility under the Federal Property and Ad-
ministrative Services Act of 1949, as amended, and Reorganization
Plan No. 18 of 1950, 64 Stat. 1270. It is our feeling that to vest these
authorities in GAO would be in derogation of GS authority and re-
sponsibility under these laws.

We feel strongly that Congress intended Public Law 92-313, which
established a Federal buildings fund, to provide for total financing of
the s%ace needs of the Federal Government, including legislative
branch agencies. Title V of H.R. 12113 would negate the purpose of the
fund by creating diverse Government leasing authorities and by pro-
viding space in the GAO building for Federal agencies at negotiated
rates rather than at “approximate commercial charges” as provided for
in Public Law 92-313. In both respects title V of the bill wonld hamper
GSA’s administration of the Federal buildings fund. The following
facts are of significance when specifically referred to title V of H.R.
12113:

1. GAO occupies only one-third of the directly assigned space in
the GAO building, other Government agencies in the cxecutive branch
occupy the remainder,

2. As of June 30, 1973, GAO occupies more than 100,000 square feet
of space elsewhere assigned to them by GSA in 82 locations in GSA
leased and owned buildings in our 10 regions.

Chairman Hovrrrern. As I understand it, they are not asking for
custody over that space in the different regions. They are asking for it
just here in Washington, isn’t that true?

Mr. FrieoLanper. That is correct as far as custody, but the authority
under title V would give them the opportunity to vacate such spaces
and lease their own spaces in those same communities,

Chairman Horrrrerp, I didn’t get that impression from Mr. Staats’
testimony this morning.

Mr. Buniter. There is some conflict between the testimony of the
Comptroller General and the actual bill. As we read the bill, he would
be able to lease space outside of Washington, D.C.

Chairman Hovrrierp. All right.

Mr. Friepranper. I believe that is correct.

3. Traditionally, other agencies have made space available to GAO
“resident auditors,” with the space continuing to be assigned to the
host agency and not to GAO. With the advent of the Federal buildings
fund, where agencies must budget for space assigned, agencics are
questioning the desirability of continuing to provide such space to
GAO. For example, DHEW has notified GSA that they have budgeted
for such GAO space in fiscal year 1975, but they do not intend to do
so in fiscal year 1976,

Such space totals approximately 18,000 square feet in five locations
in the Washington/Baltimore area. GSA has written to the Comptrol-
ler General notifying him of this situation and asking him whether
he needs to occupy that sgace or if he intends to give it up.

4. Because legislative branch space assigned by GSA for congres-
sional district offices also is subject to the provisions of Public Law
92-313, we feel it inappropriate for the GAO building to be removed
from these provisions, since this could be interpreted as giving GAO
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a higher status than the Congress itself. Unlike Members of Congress,
GAO would not be required to pay commercial rates, thus giving GAO
a special arrangement not available to either the executive branch or
Members of Congress.

5. The Library of Congress presently is assigned 745,195 square fect
of space at eight locations for a total standard level user charge—
SLUC—of approximately $2,215,000. In addition, the Government
Printing Office—GPO—is assigned 528,247 square feet of space at 32
locations for a total SLUC of $2,297,000.

Chairman Horirrerp. Are they doing it by themselves ?

Mr. FrieoLaxpzr. No; but it was funded through the GSA budgets
In the past. Since it will be eliminated with the advent of the Fedoral
buildings fund, all occupants will be required to pay for the space.
GSA no longer will have any funds to provide for the provision of
such space.

Similarly, the Tax Court which is a legislative body is provided
space under the SLUC. And the new building presently under con-
struction similarly will be subject to charges under SLUC.

They do not contain a surcharge as has been mentioned here this
morning. It is caleulated to approximate commercial charges for com-
parable space and services as specified in the law. Since it is a com-
parable commercial charge, it does, of course, include all of the things
that a commercial vendor would have to include to cover the costs of
the building, which would, of course, include the necessary replace-
ment costs for the building and the necessary repairs and alterations
to maintain that building in occupiable condition, and the same sort
of costs that GSA would have to incur. For this reason there would bo
gencrated in these charges such money to construct new buildings in
the future.

Chairman Horrrrern. This is a way of solving the difficult problemny
of getting direct appropriations, is it not

Mr. FriepLaNDER. Yes.

Chairman Iorrrmerp [continuing]. Through the Congress for
buildings?

Mr. Frepranper. Yes, sir, Mr. Chairman, it is. That was one of the
purposcs.

Chairman Hovrrrerp. Is it functioning?

Mr. FrispLanper. It begins July 1, 1974.

Chairman IMovirizrp. In the past haven’t you had this charge, in-
cluding depreciation and that sort of thing? ;

Mr. Frizpranoer. No, sir. The only funds appropriated to GSA for
that kind of thing were for normal operations, repair, and operations
as submitted to the Appropriations Committee in seven different ap-
propriations and two funds for the Public Buildings Service. The
agencies did not pay for this space. It was GSA-budgeted for all the
space for these Federal agencies. With the advent of these new funds
in their budget for fiscal 1975, the agencies were impacted in that they
had to include in their budget a charge which had never been in
their budget before, but it really was an intention to make their budget
more truly reflective of the cost of their operation.

Space, real estate, is a very high and expensive cost of operation. The
space occupicd by them should be reflected in their budget so that
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their Appropriations Subcommittee can decide if they are going to get
more people, how much more space they will need, and include i
their budget the cost for such things. In that way the GSA would be
able to plan their program better knowing that the agencies had the:
money to pay for the space. Since the space is paid for when it is as-
signed and when it is occupied, better financial management of the
real estate of the Federal Government could be maintained.

Chairman Hovrrrerp. I think this arrangement is a way of getting:
money for Federal buildings which we haven’t been able to get
through direct appropriations. I am not so sure that it is a good way.
T have never been sold on this lease arrangement for buildings where:
the Government would pay twice as much for the space as it would
pay by building and owning it outright.

Crystal City is being built for private owners on the basis of Gov-
ernment funds at excessive rental. If Congress had the nerve, it would
have cost the taxpayer about half as much as it is now costing under
the lease arrangements. That isn’t your fault. It is the fault of Con-
gress in thinking this is one way to keep the annual budget down. It
keeps it down by reducing immediate outlays, but it sure raises the
total long-term costs.

Go ahead.

Mr. Friepraxper. 6. Title V would permit GAQO to compete with
GSA in leasing space, thus hampering the Government’s negotiating
ability. Title V also would result in the creation of a conflict whereby
Government agencies could “shop” for space, because GAO would be-
permitted to establish rates for space which could be lower than the
standard level user charge established by GSA.

7. The Administrator of GSA in response to a request from the-
Comptroller General to support identical language in title V, 8. 2049,.
refused to do so on July 6,1973.

Mr. Chairman, for these reasons GSA opposes the enactment of title-
Vof H.R. 12113.

Thank you.

Chairman IHowvrrrerp. Would you please supply the committee with:
the letter?

Mr. Friepr.anper. The letter to the Comptroller General ?

Chairman HoLiFieLp. Yes.

Mr. FRIEDLANDER. Yes.

[The letter follows:]

Hon. ELMER B, STAATS,

Comptroller General of the United Btates,
General Accounting Office,

Washington, D.O.

Drar MR, Staars: Thank you for your letter of June 30 providing me with-
a quotation of Title V of the draft bill entitled S. 2049.

It is my belief that Congress intended Public Law 92-313, which establishes
the Federal Buildings Fund, to provide for total financing of the space needs of”
the Federal Government including legislative branch agencies.

GSA has administered the provisions of Public Law 92-313 impartially in every
case and no exemptions have been granted. I see no potential conflict if GAO is:
called upon to audit GSA operations under the Federal Buildings Fund—GSA
will assien and charge for the space assigned to GSA programs. I am confident"

that GAO can Impartially review this program, just as GSA will be called upon
to charge itself for its own space requirements.
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The provisions of the draft bill negate the purpose of the Federal Buildings
Fund by creating diverse government leasing authorities and by providing space
in the GAO building for Federal agencies at negotiated rates rather than at
“approximate commercial charges” as provided for in PL 92-313, Both provisions
will hamper GSA’s overall administration of the Federal Buildings Fund. Con-
sequently, I oppose the enactment of Title V in 8. 2049.

1 appreciate your thoughtfulness in asking me to comment on the draft bill.

Sincerely .
' ArTHUR F. SAMPSON, Administrator.

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, D.C., June 30, 1978,

‘Hon. ARTHUR F. SAMPSON,
The Administrator of General Services,

DEAR ART: This relates to our telephone conversation with regpect to a legis-
lative provision which we have included in & comprehensive draft bill relating
{o the authorities and responsibilities of the General Accounting Office. One title
in that draft bill, which has now been introduced in the Senate as 8. 2049, reads
ag follows :

TITLE V—GENERAL ACCOUNTING OFFICE BUILDING

SEc. 501. Notwithstanding any other provision of law the Comptroller General
shall have exclusive custody and control over the General Accounting Office
Building, including the operation, maintenance, repairs, alterations, and assign-
ment of space therein. The Comptroller General and the head of any Federal
agency may enter into agreements for space to be occupied in the General Acecount-
ing Office Building by such agency at such rates as may be agreed upon. Amounts
received by the General Accounting Office pursuant to such agreements will be
deposited to the appropriation initially charged for providing operation, main-
tenance, repair and alteration services with respect to such space. The Comp-
‘troller General is authorized to lease buildings or parts of buildings in the District
of Columbia (without regard to section 34 of title 40, United States Code) or
elsewhere for the use of the General Accounting Office for a period not to exceed
ten years.

T believe that this is the correct answer from both your point of view and ours
in view of the new legislation which contemplates a system of charges for space.
TThis program obvicusly is going to present many problems for GSA and the
operating agencies and can be highly controversial.

In view of the fact that this Office will be called mpon to audit and review
the operations of the GSA under this program and to respond to congressional
inquiries with respect to it, I believe sincerely that there is a conflict in our
role in which we would be both expected to provide an impartial review of
the manner in which the law 18 administered and possibly to make recommenda-
‘tions to the Congress with respect to needed modifications in the legislation.
For this reason, I believe that your interest and ours would both be better served
if onr building is removed from the jurisdiction of the General Services
Administration.

Asg you know, the General Accounting Office is the only agency of the legislative
branch which is occupying space under the jurisdiction of the GSA. The enact-
ment of the provision would not, therefore, create a precedent insofar as we
understand it.

We would, of course, be desirous of working out whatever reciprocal arrange-
‘ment for services as might be advantageous to both you and us in view of the
fact that the General Accounting Office Building is occupied in part by executive
branch agencies.

T hope that you will fully appreciate the reasons we have made this proposal
and would hope that we would have your support for enactment of the proposed
legislation,

Sincerely,
ELMER B. STAATS.

Chairman Hovrrerp. All right, Mr. Roback.
Mr. Rosack. Does the space assigned to the district offices of Con-
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gressmen both in Federal buildings and outside come within Public
Law 92-3137?

Mr. Frmpranper. If the GSA has leased the space for the district
office of a Congressman, it would apply. If GSA has not leased the
space, it would not. '

Chairman Hovrrrern. In my case I sign the lease for my Congres-
sional district office and send the bill to GSA, do I not?

Mr. Friepranoer. I do not know of that particular case. It could
be that the bill would go to the House of Representatives for pay-
ment, but if it is a lease that has been made under GSA’s auspices,
then it would be subject to the standard level users charge whether
You signed it or not.

Mr. RoBacr. How are these determined for Congressmen ?

Mr. Frmoraxper. It would represent the current cost of the lease.
If it were a 10-year lease, made 10 years ago, that lease—

Mr. RoBack. Congress doesn’t make long-term leases.

[Laughter.]

Mr. Friepranper. Even for the 2-year lease.

Chairman Hourrern. It won’t double on me next year because T
won't be there to occupy it. We are given a limitation on what we
can pay for a total allowance ?

Mr. FRIEDLANDER. Yes, sir.

Chairman Hovrreip. T wasn’t sure whether that was funded from
GSA or from the House Administration Committee.

Mr. Rorack. Would that limitation have to be amended ?

Mr. Frieoraxper, The precise amounts currently are being worked
out by GSA, the House Administration Committee, and the Ser-
geant at Arms of the Senate.

Chairman Horrrrern. Does the GSA furnish my office equipment in
my district office

Mr. Friepranper. Yes, sir, that will continue. But it will be funded
by appropriations to the House Administration Committee and the
Sergeant at Arms in the Senate. not by appropriations to GSA.

Mr. Rosack. Congressional office space in Federal buildings, is that
provided free?

Mr. FriepLanour. No; that will be subject to SLUC in exactly the
same way as it is at present.

Mr. Ropack. I was asking whether there was any difference in
handling district office space in Federal buildings and outside of the
Federal buildings?

Mr. FrmepraNDER. The only difference would be that if the Mem-
ber of Congress made the lease himself without any GSA involve-
ment, then it would not be subject to GSA. GSA wouldn’t even know
about that lease.

Mr. Rorack. Is this an option of the Member ?

Mr. Frrepraxper. Usually it is when space is not available in a
federally owned building.

Chairman Hortrierp. Yes, if you have space available in a fed-
erally owned building. you are supposed to use it. Tn my distriet,
there was no space available in a Federal building, therefore we had
tolease from private ownership.
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Mr. Ropack. In leasing that, is it the option of the Member not
to go through GSA.?

Mr. FRIEDLANDER. Yes.

Mr. Roeack. He might get it more cheaply %

Mr. FRIEDIANDER. Yes.

Mr. Rosack. Heis in a position to shop around ¢

Mz, Friepr.anper. The vast majority are in Government offices.
GMr.? Ropack. Can you clarify this reference made by Congressman

ray?

The courts recently asked to be exempt and their request was denied. There-
fore, I am hopeful you can climinate title V from H.R. 12113 which would have
the effect of eliminating the Government Accounting Office from paying rent
for the space they occupy.

Mr. Frrepranper. All space provided to the Judiciary by the Gen-
eral Services Administration is covered by the standard level user
charges—courtrooms, officc space for the administrative offices of
the U.S. courts, tho Customs Court in New York, the Court of Claims
here in Washington, all the courts of appeals.

Mr. Ropack. Including the Supreme Court ¢

Mr. Friepranper. Not the Supreme Court. The Supreme Court is
covered by a separate appropriation to the Supreme Court for transfer
to the Architect of the Capitol.

Chairman Horrrierp. If the present transportation audit function
is centralized in GSA, how do you propose to handle it, Mr. Zechman 4

Mr. ZecrimaxN. Mr. Chairman, if the Director of the OMB decided
to designate GSA, we would assign that function to our Federal
Supply Service which already has the transportation management
function. Of course, we would take into consideration the rights of all
individuals, as would the Comptroller General.

Chairman Horirmerp. Their job security and their career opportu-
nities would be respected and protected ?

Mr. ZECIIMAN, Y s sir. ,

Chairman Horrrerp, Will there be training programs and an up-
ward mobility program ?

Mr. ZrcriMaN. Yes; sir. GSA, at the present under Administrator
Sampson, has stressed upward mobility and also training for all our
classes of employment.

Chairman IMorwrmrp. Is GSA taking advantage of automation,
computers, and that sort of thing in the handling of their business ?

Mr. Zrorma~. Yes, sir. In fact, the Federal Supply Service has
plans to automate their Federal inventory of supplies. That is under
design at the present time.

Chairman Hortrierp. You belicve that there are prospects then
for further automation ?

Mr. ZrormaN. Yes, sir, I do. I can’t speak to the audit program
that would be transferred. But as General Staats indicated, they have
made terrific strides. Members of my staff told me we would further
that improvement if the transferred function came to GSA.

Chairman Hovrrrzrp. Would you have any problem continuing the
military audit offices in Heidelburg, Tokyo, MSTS, and so forth?

Mr. Zeciiman. T am not familiar with that, sir.
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Chairman Horrriero. How could carriers be sure there would be
a comparable set of regulations and procedures?

Mr. Zrcuman. We would continue to use the same general rules
and regulations.

Chairman Horrrmerp. Well, if carriers had procedural problems
could they bring them to the GSA to straighten them out?

Mr. ZecumaN. Yes, sir. Also, the question was raised with the Comp -
troller General about the review. The carriers have indicated some
cconcern for additional cost. The goal and objective of automation, if
it came to G:SA, would be to reduce the number of referrals to absolute
minimum, otherwise we are not doing our job. If we do our job ade-
quately and sufficiently and as expeditiously as possible, there should
be limited referrals to the Comptroller General.

Chairman Hovrriern. Could you identify what would be nonappro-
priated funds within the executive branch, but outside the military
departments?

Mr. ZeomrmaN. Mr. Lordan, Director of Financial Management, has
that information.

Mr. Lorpan. The act refers to a number of specific nonappropriated
funds. For example, the Exchange Councils of NASA and the Ex-
change Services of the Coast Guard in the Department of Trans-
portation are examples that would be outside the military.

Chairman Houirierp. Are these like commissaries and restaurants?

Mr. Lorpan. They are very similar to the type of exchange service
operations of the military. We agree with General Staats’ statement
this morning that it wonld not be desirable to ineclude such things
as the Smithsonian Institution and some of the others that he
referred to.

Chairman Hovrrrerp. UTnder the GSA management of public build-
ings, is it easier to shift housekeeping and maintenance or custodial
personnel from one building to another so as to take care of emer-
gencies and other changes in requirements?

Mr. FriEpLANDER. Yes, sir, Mr. Chairman, it certainly is.

Chairman Hourrmern. Would flexibility in this respect be lost by
transferring to GAQO?

Mr. FrRIEPLANDER. Yes. sir, Mr, Chairman, we believe it would.

Chairman Hovrrrern. Is the management overhead likely to be
greater for a single building than for a multiple number of buildings?

Mr. FrRIEDLANDER. Yes, sir, Mr. Chairman, I believe it would. T
might add one more thing with respect to the General Accounting
Office building. Tt is not completely separable at all. As an example,
the building is heated by the Westinghouse heating plant through a
steam tunnel. There is no provision for separately heating the GAQ
building. Therefore, it would be impossible to completely separate
that building from some involvement with GSA under any circum-
stances.

Mr. Bunrer. I have a question.

The public building fund, T believe, was set up to control and man-
age buildings. If you remove a building from that fund, and it is a
true revolving fund, wouldn’t it be necessary to make a payment into
the fu?nd for the building to be removed ? Therefore, is the bill ade-
quate?
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Mr. Frmmpranper. Of course, that is a very real and im}l))ortant ques-
tion if the fund was designed and assumed a certain number of square
feet of space and a certain amount of income to be anticipated from
that. We do not, however, at this time capitalize all of the buildings in
Government ownership in the fund. However, GAO has helped and
GSA has agreed to consider capitalizing these buildings next year.

If that were done, of course, the fund, once capitalized, would have
to be paid for the transfer of any property from the fund. At the
present time, I cannot say the accounting procedures strictly require
1t, but in the interest of equity, it would certainly appear that some-
thing should be paid for the transfer of a real asset.

Chairman Howmrierp. Mr. Staats gave us some accounting figures
on the increase in costs of space next year over this year, and so forth.
Do you find throughout there has been a gradual or sharp increase in
the rentals?

" Mr. FriepLanper. Yes, sir, Mr. Chairman, we do. We are finding
that renewals of leases 10 years old are running approximately double
of the original cost 10 years ago of those leases, representing a tremen-
dous increase in real property costs over the years. We also have ex-
perienced those increases in direct Federal construction, I might
add. They are related of course.

Chairman Hovrrierp. Do you have a high percentage of leases
longer than 10 years? Do you utilize the 20-year provision or not?

Mr. FrizpLANDER. Yes, sir, we do, but not in a high percentage. We
do it by means of operational renewals.

Chairman Houirrerp. You protect yourself for a longer term by
options to renew ¢

Mr. FRIEDLANDER. Y es.

Chairman Hovrererp., Mr. Goodwin ¢

Mr. Goopwin, Would it cause any difficulty in your management of
the public buildings if some of the agencies were put in a position
where they could scramble for space in a GAQO building because they
could get it for cheaper rates?

Mr. FRIEDLANDER. Y €8, SiT.

Mr. Goopwin. You don’t like the idea of agencies competing with one
another for cheaper rates?

Mr. FrienLaxper. No.

Chairman Hovirierp. That is why we placed in GSA. the central
power to lease for all agencies of the Government. We have found
agencies competing with one another and running the rental up.

Mr. Goonwin. Do you think transportation audit ought to be cen-
tralized in one agency rather than split ?

Mr. ZrcnmaN. Yes, it would be advantageous.

Mr. Goopwin, There might be some need to designate some part of
the operation to offices in Heidelberg, Tokyo, and MSTS. Do you see
any problem?

Mr. Zrcriman. No.

Mr. Goopwix. In that event, carriers would be concerned that there,
be a common set of regulations by which they would be governed. Do
you see any problem with that?

Mr. Zrcuiman. No, sir, T don’t see any real problem in that area.

Mr. Goopwin. In connection with any future changes in regulations,

35-646—74—-0
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«lo you see an opportunity for the carrier and other members of the
public to come in and comment on proposed regulations ? ]

Mr. Zroriman. The existing statutes require that the private sector
.comment, :

Mr. Goopwrw. Turning to the nonappropriated funds, why do you
feel so much concern about the proposed provision for the nonappro-
priated fund activities to make an annual report? Ten’t this being done
now, at least to their own agencies?

Mr. Zrcaman. There is no reporting to the GAO.

Mr. Goopwin. Would there be any problem to amplify it as GAO
might require?

Mr. Zecrimaw, No; but we prefer to do it on an as-needed basis.
This is setting up another reporting mechanism. It is escalation of
more paper. It may be a different format. If the information we have
In-house is not adequate, we would improve it.

Chairman Hovrrierp. The GAQ is an expert in the field of preserib-
ing standards for uniform accounting, and it is mandated by law to do
s0. Why don’t you concede to them their expertise as you do in activi-
ties assigned to you ?

Mr. Lorpan. Among the types of activities in nonappropriated
funds, you have some small ones such as canteens, restaurants, vend-
ing machines, welfare activities of relatively small installations, and
we believe these installations through their routine reporting to the
-concerned Kederal agency already provide adequate information for
the purpose prescribed in the bill. The bill says that the annual report
would be required “to aid * * * in planning audits and reviews.”

We believe that there already may be more than enough informa-
tion for that necessary planning. The concerned executive agencies
make audits of their own of nonappropriated funds and apparently
have adequate information to plan those audits and reviews. We would
hesitate to support legislation that would specifically mandate a leg-
islative report to an outside agency where that may not be necessary. It
might be a burden on some of the small nonappropriated activities.
We would like to think we could work better n a cooperative spirit
with the nonappropriated funds and with the concerned Federal exec-
utive agencies to plan audits and reviews.

Mr. Goopwin. It isn’t mandatory; it authorizes GAO to request
these kinds of reports.

Mr. Lorpan, Let me examine that provision, sir.

I think the time and the form perhaps is permissive, but the lan-
guage would suggest that an annual report nonetheless would be
required.

Mr. Goopwrxy. As he shall require, it is up to the Comptroller Gen-
-eral to exercise his judgment.

Mr. Lorpax. T thought his judgment would be with regard to the
form and time rather than with regard to the annual provision of a
report itself.

Mr. Goopwin. Thank you.

Chairman Hovrrrerp. Thank you, gentlemen, for your testimony.

Mr. FriepLanper. Thank you, sir.

Chairman Hoviriecn. We would like to have Mr. Heber Paul Wiemer
-and Col. William H. Anthony testify.

Sorry to delay your lunch, but T have delayed mine, too.

Youmay go ahead, sir.
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STATEMENT OF COL, WILLIAM H. ANTHONY, STAFF JUDGE
ADVOCATE, AIR FORCE ACCOUNTING AND FINANCE CENTER;
ACCOMPANIED BY HEBER PAUL WIEMER, SYSTEMS ACCOUNT-
ANT WITH THE DEPUTY ASSISTANT COMPTROLLER OF THE
AIR FORCE FOR ACCOUNTING AND FINANCE

Colonel AxTroNny. Mr. Chairman, members of the committee, I am
the Staff Judge Advocate at the Air Force Accounting and Finance
Center. With me is Mr. ITeber . Wicmer, systems accountant with
the Deputy Assistant Comptroller of the Air Force for Accounting
and Finance. We appreciate the opportunity to appear before you
today to discuss title I1T, ILR. 12113, 93d Congress.

Title III, H.R. 12113, would provide specific authority for the
Comptroller General to review the systems of accounting, the internal
.controls and any internal or independent aundits or reviews of non-
appropriated funds and related activities within the executive branch.
“This would include, but not necessarily be limited to, the Army and
Air Force Exchange Service, the Navy exchanges and the Marine
Corps exchanges.

These reviews would be conducted in accordance with rules and reg-
ulations prescribed by the Comptroller General. This title also pro-
vides that the Comptroller General and his representatives will have
-unlimited access to the books, accounts, records, documents, reports,
‘files and other papers, things or property relating to the nonappropri-
-ated funds and activities.

In addition to the audit authority, title IIT would require each non-
-appropriated fund activity to furnish to the Comptroller General, at
such times and in such forms as he may require, an annual report of the
-operations of such activity, including an annual statement of financial
-operations, financial condition and cash flow.

It is Department of Defense policy that nonappropriated fund activ-
ities will be administered according to sound financial management
practices and operated in an cconomical, efficient and business-like
‘manner which will insure solvency and financial stability at all times.

Under this policy, all nonappropriated fund activities are subject to
-audit by the military department concerned or, under the civilian audit
program instituted in 1971, by certified public accounting firms. As
“Tequired, corrective action is taken during the process or upon comple-
‘tion of the audit. In addition, followup is conducted to assure that any
.deficiencies are corrected on a permanent basis.

The Department of Defense also has established a nonappropriated
fund management study group, consisting of representatives from
-each military department, to determine swhat controls are necessary, to
.develop policy guidelines, and to implement approved controls to
-agsuroe the integrity of nonappropriated fund activities.

We believe that the actions taken and the procedures established will
provide necessary safegnards and controls to agsure that nonappropri-
-ated fund activities are adequately and properly maintained and oper-
-ated on a continuing basis. Therefore, we consider that enactment of
legislation to specifically authorize the Comptroller General to audit
‘nonappropriated fund activities is unnecessary. Iowever, the Depart-
-ment of Defense would not object to enactment of such legislation.
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We do strongly recommend against enactment of the second provi-
sion of title ITT, H.R. 12118, which would require that each nonappro-
priated fund activity submit to the Comptroller General annual re-
ports of their operations, including statements of financial conditions
and cash flow. Enactment of this provision could lead to the prepara-
tion and submission of hundreds of reports which would serve no use-
ful purpose.

It has been a pleasure to appear before this committee today. Mr.
Wiemer and I will be happy to answer any questions you may have.

Chairman Horrrierp. Does Mr. Wiemer have a statement ?

Mr. WiemEer. No, sir.

Chairman Hovrrrierp. Let us go back to the second paragraph there,
before the end, where you say that “Enactment of this provision could
lead to the preparation and submission of hundreds of reports which
would serve no useful purpose.” And the previous sentence referred to,
“general conditions and cash flow.”

Don’t you do that anyway ?

Mr. WirmER. Do we submit them to the General Accounting Office ?

Chairman Hovrrrern. No; don’t you prepare them for your own use ?

Mr. Wiemzr. Yes, sir, we do.

Chairman Horrererp. Why would it be burdensome for you to sub-
mit copies of them to the Comptroller General ?

Mr. Wiemrr. We are in a position to provide him with copies of
the reports that we now prepare, sir. If he received these reports on
a routine basis, they would be quite voluminous, as you can well
imagine, from all the services.

Chairman Horrrrerp. Don’t you have an annual recapitulation of
your financial statement or inventory or cash flow, so that you would
have them readily available in an annual statement ?

Mr. WiemER. The services are gearing up to it.

Chairman Horrrrerp. T don’t see how you can run a business unless
you have that. That is what these exchanges are. I can’t understand
how you would know what you are doing or what you have done.

Mr. Wiemer. We receive formal and detailed reports from all of
the exchange services. They are prepared at least once each year and
may be prepared several times during the year. However, the services
have not required that reports from some of the smaller activities, such
as clubs and messes, recreation, and miscellaneous activities be for-
warded to component headquarters. The Air Force now does receive,
on a monthly basis, the financial statements of all their activities. The
gther services also are gearing up similarly. This has not always been

one.

Chairman Hovrrmrn. I know that. There have been some scandals,
too, in the operation of your post exchanges and other operations,
Mr. Wiemer.

Mr. WiemER. Yes, sir, that was the primary reason why the Depart-
ment of Defense nonappropriated fund management study group
was established several years ago. Our objective was to review this
entire matter on the DOD level and then prescribe standard pro-
cedures and controls which would govern all of the services and all of
the activities.

Chairman Horrrierp. How long ago was that, did you say ?
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Mr. Wiemer. That was in 1971, i

Chairman Hourrierp. Have they made any recommendations?

Mr. Wizmer. Yes, sit. We have drafted a number of what we call
Department of Defense instructions. One on private organizations has
been published. A number of others are in the review and approval
process at the present time. For example, the proposed DOD 1nstruc-
tions governing the financial management of these activities is pro-
gressing very well. It will contain detailed financial reporting re-
quirements.

Chairman Hourrrerp. It seems that the Defense Department has
been lax in its approach to controlling these funds, and in view of the
fact that they are operated on military property in many instances,
and also operated for the convenience of the military and the depend-
ents of the military, it seems to me that you should have done this &
long time ago.

Maybe you need a little pushing by the Comptroller General. May-
be he will let in a little sunshine on this operation. I doubt if you
could put in the one-armed bandits which used to be in some of your
exchanges overseas.

Mr. Wiemer. The Army and the Air Force have discontinued those
entirely.

Chairman Hovirterp., Overseas?

Mr. WiemsR. Yes.

Chairman Hourrrerp. What do the boys do for amusement? You
needn’t answer that question.

Mr. Goopwin. I take it you are not in a position to answer questions
with respect to angr other aspects of these bills apart from non-
appropriated funds?

Colonel AnTmoNY. No; we are not prepared to go to any other title.

Mr. Goopwin. If we have questions we can put them in writing ¢

Colonel AxtHONY. We would like an opportunity to submit them
for the record.

Mr. Goopwin. If it was made clear in this provision that the Comp-
troller General could exercise judgment as to how far down he wanted
to go in terms of one-man operations and two-man operations, or
major operations required to submit annual reports, would that make
the burden tolerable and acceptable to the Department of Defense?

Mr. WieMmer. Sir, I would like to answer that question this way:
The normal procedure for appropriated fund reporting is that the
various agencies prepare their standard reports. They do this rather
routinely. As the General Accounting Office needs certain of those
reports in preparing or conducting their audits, they then request
them. This is a specific request. We would recommend that if this
legislation is passed, and the GAO gets more deeply into the review of
nonappropriated funds, that we proceed in the same manner; that is,
that we provide reports in our standard formats when requested by
GAOQ. After review, if the GAO finds these statements are inadequate,
we then would provide additional data. In this way, we could avoid
duplication of reports.

It might be of interest to know that the Air Force has requested
the American Institute of Certified Public Accountants to review
the Air Force nonappropriated fund accounting, reporting, and audit-
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ing procedures. This is now in process. The ATCPA has assembled a
task force of representatives from both large and small CPA firms
to the task force. They have reviewed the Air Force procedures and
are preparing to report on those in the next several weeks.

Our goal is for Air Force systems to follow generally accepted
accounting principles and practices. Our reports format will be con-
sistent with commercial formats and will be acceptable to the ATCPA.

Mr. Goopwin. Don’t you think you would have an opportunity
to work out these particulars with the (A O under this bill? You don’t
suppose that GAO would just lay down requirements without con-
sulting the agencies about the form and what kind of information
it wanted covered.

Mr. Wiemer. I expect they would come to us, but we prefer to.
see the legislation so written that it would not automatically provide
for unique or for special report formats. We would rather have the:
legislation somewhat general, permitting us to provide our standard
reports. Tf that is not adequate, we would provide additional data as
required.

Mr. Goopwrwn. I am inclined to agree with your general statement
that these nonappropriated fund aectivities should be handled along
the same lines as appropriated fund activities, but there is this kind of
provision for giving the GAO the information it wants in connection
with the appropriated fund activitics.

Mr. Wiemer. Yes; we have no objection to providing GAO the in-
formation it needs. We merely are secking to avoid a duplication of
reporting—because it is too time consuming and expensive.

Mr. Ropack. Your statement refers to unlimited access by the Comp-
troller General to books and records relating to nonappropriated fund
activities. The bill refers to access. By using the words, “unlimited
access,” are you making a complaint that it is too broad?

Colonel ANTHONY. By no means.

Mr. Roeack. Do you construe the language as including the books
and records of contractors?

Colonel Anrtuony. That is not correet, no, sir.

Mr. Burrer. It is just in the books and records of the activity?

Colonel Axtiony. Yes.

Mr. Roeack. The Comptroller General has access to books and
records of contractors, with certain qualifications, in appropriated
fund activities; are you aware of that?

Colonel AnTHONY. Yes.

Mr. Ropack. If in this bill or by law we give the Comptroller
General authority over nonappropriated funds, does he get access to
books and records of the contractors supplying nonappropriated fund
activities?

Colonel Antriony. I believe that would be correct.

Mr. Rosack. Would you have Air Force counsel review that ques-
tion and submit a comment ?

Colonel Anriony. Yes.

[The information follows:]

Title IIT is limited to GAO audit or review of records of nonappropriated funds
and related activities within the executive branch. It dees not specifically author-

ize the audit and review of records of contractors of nonappropriated funds and
related activities. In the abgsence of a provision, similar to 10 U.8.C. 2313 relat-
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ing to audit of records of contractors performing cost or cost—plus—a-ﬁxed-feg con-
tract, this Title would not permit GAO or the military departments to audit the
“books and records of contractors of nonappropriated fund activities.”

Mr. GoopwIN. What would be your position with respect to whether
the legislation should or shouldn’t go so far as to authorize the Comp-
troller General to have access to the books and records of your nonap-
propriated fund activity contractors?

Colonel AxTrrony. I sce no objection to that, Mr. Goodwin. We can
see where this could become sort of an intermediate thing, though.

Mr. RoBack. You have that included in the statement. We ought to
have that clarified one way or another.

Colonel Axrriony. Let us provide that for the record.

[The information follows:]

Under current regulations, the Air Force includes a clause in virtually all non-
appropriated fund negotiated contracts of $2500 or more providing that the con-
tracting officer or his duly authorized representative will have the right to audit
the contractor’s records. Under this clause, GAO could be authorized to audit rec-
ords of these contractors. However, the Air Force recommends against enactment
of legislation which would establish a statutory requirement that such a clause be
included in all contracts or that such an audit be performed. A large portion of
contracts entered into by nonappropriated fund activities are relatively small
and are with small business firms at the local level. Enactment of a statutory pro-
vision requiring or authorizing an audit of the records would serve to discourage
these small firms from entering into contracts with nonappropriated fund ac-
tivities and could increase the cost of goods and services provided in anticipation
of additional administrative costs. Such a provision would reduce the flexibility
of the current nonappropriated fund activity procurement processes which must
remain competitive and immediately responsible to business conditions at the
local level.

Chairman Horrrierp. Thank you, gentlemen.
The meeting is adjourned.
[Additional information submitted for the record follows:]

Sussect : Titie II, H.R. 12113, TRANSFER OF AUDIT OF TRANSPORTATION PAYMENTS

In reporting on Title VIII, H.R. 9091, similar to Title 11, H.R. 12113, DOD
opposed transfer of responsibility for audit of transportation bills and recovery
of overcharges from GAO to one or more agencies designated by OMB, This posi-
tion was based on a study completed in 1972 which established that transfer of
this function as it related to DOD would result in additional costs and personnel
for DOD and provide no significant advantage to DOD or to the Government.

In its report on H.R. 12113, OMB stated it had no objeetion to Title II but
urged consideration of Justice Department’s report opposing (a) the audit
authority being vested in more than one executive agency and (b) the “residual
G-AO review authority because it would subject internal memoranda and work-
ing papers of the audit-performing agenecy to GAO examination, thereby placing
the agency in a disadvantageous position in cases of disagreement and imposing
a restraint on staff development of policy and opinions.” In testifying before
your Subcommittee, the General Services Adwministration (GSA) stated it sup-
ported enactment of Title II and that this function would “complement our
Government-wide transportation mission.”

In view of the foregoing, the Department of Defense would interpose no objec-
tion to the transfer of the primary responsibility for the audit of transportation
bills and the recovery of overcharges from carriers from GAO to GSA.

Svrsecr: Trree II, H.R. 12113

1. This replies to your request for comments on Title II, H.R, 12113, relating
to transfer of audit of transportation payments. Recommend the following, which
was the position on Title VIII, H.R. 9091, be submitted as the position on Title
II, H.R. 12113:
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Title IT proposes that the responsibility for the audit of transportation bills
and the recovery of overcharges from carriers be transferred from GAQ to the
Executive department or departments designated by the Office of Management
and Budget. In 1971, GAO and DOD personnel made a joint study to determine
the feasibility and desirability of transferring to DOD responsibility for the
audit and settlement of DOD transportation payments then being performed by
GAO. This study, completed in March 1972, established :

(e¢) That the function was then being performed by over 700 GAO professional,
technical and eclerical personnel, 456 of whom were engaged in auditing and
gettling DOD payments.

(b) That the total cost (including space and all other resources) incurred in
performing audit and settlement functions related to DOD traffic was $6,154,000,
of which 88 percent was attributable to manpower.

(¢) That the transfer of this function, insofar as it related to DOD, would
require 474 additional DOD personnel, It would result in an overall additional
requirement for 106 GAO personnel to review agency claims settlements and
perform the audit review and overview functions.

(d) Such a transfer would provide no additional significant traffic manage-
ment benefits.

In summary, the study concluded there was no overall advantage to DOD or
to the Government in the transfer to DOD of the audit and settlement of DOD:
transportation payments then being performed by GAO. Therefore, it was not
considered feasible or desirable to effect such a transfer, It was pointed out,
however, that if a computerized system could be developed to provide for the
integration of shipping, billing, payment and audit processes, the feasibility
and desirability of transferring the audit function should bLie reexamined. Pend-
ing such a re-examination, and in view of the present budgetary limitation, we
would oppose enactment of Title II.

2. It is noted that OMB stated it had no objection to this Title but urged
congideration of Justice Department’s objection to this Title on the basis it
would vest audit authority in more than one agency and subject internal memo-
randa and working papers to GAO examination as well as place the audit agency
in a disadvantageous position in cases of disagreement. It is also noted that GSA
“enthusiastically” supported provisions of the bill dealing with audit and stated
if the audit responsibility in Title II were assigned to GSA, “It would comple-
ment our Government-wide transportation mission.”

[Whereupon, at 12:40 p.m., the subcommittee adjourned, to recon-
vene at 10 a.m., Thursday, June 6, 1974.]
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BILLS RELATING TO THE GENERAL ACCOUNTING
OFFICE

THURSDAY, JUNE 6, 1974

HousE oF REPRESENTATIVES,
LEGISLATION AND MIriTARY OPERATIONS SUBCOMMITTEE
oF T CoMMITTEE ON GOVERNMENT OPERATIONS,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10:10 a.m. in room
2154, Rayburn House Office Building, on. Chet ITolifield (chair-
man of the subcommittee) presiding.

Present: Representatives Chet Holifield, Frank Horton, and John
W. Wydler.

Also present: Herbert Roback, staff director; Charles Goodwin,
counsel ; Michael McGinn, defense analyst; Elmer Henderson, general
counsel; and Warren Buhler, minority professional staff, Committee
on Government Operations.

Chairman HorrFierp. The subcommittee will come to order.

We are continuing our hearings on the Federal Paperwork Burden
Relief Act.

The first witness this morning is our colleague, the Tlonorable
Gus Yatron.

Congressman Yatron, you may proceed.

STATEMENT OF HON. GUS YATRON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF PENNSYLVANIA

Mr. Yarron. Mr. Chairman and menibers of this distinguished panel,
1f the American business community and the Federal Government sud-
denly discovered that some $36 billion in additional funds became
available-—an amount larger than the combined budgets of the De-
partments of Agriculture, Commerce, TInterior, Justice, Labor, State,
and Housing and Urban Development—it would be an event of his-
toric proportions. The news of it would rate banner headlines in all
major newspapers across the country.

That is approximately the amount wasted each year by business and
Government to produce, handle, process, and in many cases simply
shuffle the paperwork generated by the burgeoning Federal bureauc-
racy. This places a tremendous drain on the vitality of the private
sector and is perhaps the most obvious manifestation of burcancratic
redtape.

Mr. Chairman, it is painfully apparent that this unnccessary burden
must be reduced.

‘We must act now, with decisiveness and determination, to begin the

(85)
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process of freeing our small businessmen from as much of this redtape
as possible. '

Today, with this hearing on my Federal Paperwork Burden Relief

Act, T feel that we are taking the first significant step toward realiz-
Ing that goal. I commend you, Mr. Chairman and the members of this
distinguished committee, for having the foresight to schedule this
inquiry.
. Paperwork is a debilitating, costly, and time-consuming burden, and
1t is becoming more and more onerous every vear. This is particularly
so for the small business community, which is unable to plug into
a computer or to employ the professional help necded to process the
growing wave of Government forms. The proliferation of paperwork
has also become a millstone around the neck of the Federal Govern-
ment whose inefficiency already raises the ire of the taxpayers.

And we should bear in mind that it is the American taxpayers who
ultimately foot the bill for the lethargic operation of the bureaucracy.

The “Federal Paperwork Burden Relicf Act,” ILR. 12181, relates
directly to the impact of paperwork on small business. Tt dirccts the
GAO to conduct a study into the nature and extent of the Federal
paperwork burden. Under its provisions, the GAO is instructed to re-
port its findings to Congress and recommend appropriate corrective
action.

H.R. 12181 has been cosponsored by 162 of our House colleagues,
including two members of this panel, Mr. Fascell and Mr. Mallary. Tt
has generated a tremendous degree of interest and attention through-
out the country, and it has reccived extensive favorable media cover-
age. In addition, it has afforded my colleagues and me an appropriate
vehicle to revive the House’s historic concern with the paperwork gen-
erated by the Federal bureaucracy.

The Tist of major organizations which have endorsed FLR. 12181
and who have emphasized to me the seriousness of the paperwork
burden is evidence of the extent of the problem. For several months, T
have been receiving letters from all over the country, from large and
small business and from private citizens. These have enabled me to
gain even greater insight into the burden being imposed upon the
American people by the Federal bureaucracy.

From the Nebraska Television Network came the statement : “You
would think that such a paperwork jungle would have been eliminated
years ago * * * but that is not the way a bureaucracy works.”

The National Association of Broadeasters has endorsed my bill, be-
cause it is “* * * designed to help small businessmen dig out from
under a mountain of paperwork * * *»

The American Farm Bureau Federation commented in the same vein
that:

Farmers in recent years understand as well as anybody the additional paper-
work that is required as a result of various programs * * * We are certainly
enthusiastic about your bill and its attempt to obtain relief from some of the
Federal paperwork,

Even Nation’s Business, the magazine of the U.S. Chamber of Com-
merce, remarked that H.R. 12181 offers small businessmen “a glimmer
of hope in their constant battle against the unflagging growth of Fed-
eral Government paperwork.” .

But one of the most encouraging endorsements came from a busi-
nessman in Phoenix. ITe wrote :

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2

it}



Approved For Release 2005/03/2%7 CIA-RDP77M00144R001100060005-2

1 am a smiall businessman, and 1 have been crving for this for years. To the
small businessman, this is especially important because he does not have a sepa-
rate accounting department to read all of the fine print, and it is not always
Jesirable or easy to turn it over toa CPA or lawyer.

I could recite countless other similar examples for the committee’s

benefit, but these few serve to give you a feeling for the depth of the
public’s reaction. )
" Frankly, Mr. Chairman, one of my primary goals in authoring the
“Federal Paperwork Burden Relict Act” was to dramatically under-
score the gravity of the problem. It has been on the congressional back
burner too long and needs to be subjected to the revealing light of
public investigation.

If HL.R. 12181, with the help of this distinguished committee, can
contribute to making us more aware of this serious problem, my effort
will be well rewarded.

It is my understanding that the GAQO does not favor enactment of
my bill. I certainly understand why the GAO might feel that the
comprehensive Federal study called for in TLR. 12181 is not possible
at this time. It has many responsibilities and only & relatively small
staff to carry them out. But the fact rem aing that the proliferation of
federally generated paperwork is becoming more and more oppressive,
threatening to suffocate many of our small business firms.

This cannot continue unchecked.

The GAQ’s current pilot study of the paperwork generated by the
Department of Labor is a step in the right direction. Recently, it
briefed me on its efforts to determine the severity of the problem.

Mr. Chairman, I can report today that the problem is of far greater
magnitude than anyone had dared imagine. If the Department of
Labor is typical of other Federal agencies, the task force before us is
Jong and difficult.

1 have brought with me today several volumes of hearings represent-
ing the sum of our knowledge of the impact of paperwork on small
business. This study has been conducted over a number of years by the
Senate Small Business Committee’s Subcommittee on Government
Regulation, under its able chairman, Senator Thomas McIntyre. Until
recently, his has been a lonely crusade, and we owe him our gratitude.

Unfortunately, despite the extensive work done by Senator McIn-
‘tyre’s subcommittee, conerete action has not been forthcoming. In fact,
ho would be the first to admit that he has only scratched the surface.
As a former businessman myself, I wholcheartedly would agree with
him. We have only seen the tip of the iceberg.

Mr. Chairman, I am convinced that we must make a positive com-
mitment to deal with the problem any place we find it. We have taken
a first step here today, and we must not allow this precious momentum
.or our efforts to be slowed.

I fully roalize that the workload of this committee is heavy, but I am
sure you will agree that the paperwork problem needs your attention.

Therefore, I respectfully suggest that you, Mr. Chairman, consider
appointing an ad hoc committee on paperwork, to keep the momentum
established here today going.

Mr. Chairman, before concluding my testimony, I would like to
comment briefly on another piece of legislation I have introduced to
deal with this problem—H.R. 14151.
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Under the Federal Reports Act of 1942, the Office of Management
and Budget (OMB) is cﬁarged with the responsibility of monitoring
the proliferation of Federal paperwork. However, this well-intended
law has not done the job.

The OMB is not adequately administering the Federal Reports Act.
It has simply not taken the initiative in actively pursuing its respon-
sibilities under the law.

To make matters worse, the Internal Revenue Service, which is the
greatest source of Federal paperwork, is responsible to no one. It does
not come under the 1942 statute and does not account to OMB.

These problems surfaced during Senator MelIntyre’s investigations,
and he subsequently introduced legislation to correct them—S, 1812,
My bill, H.R. 14151, to transfer authority to administer the 1942 law
from OMB to the Comptroller General of the United States and to
bring TRS under GAO’s jurisdiction, is identical to S. 1812 and has
been referred to this committee for consideration.

Clearly, OMB has not performed adequately. Wo admitted as much
during the last session, when we amended the Alaskan pipeline bill
to transfer OMB’s authority over the regulatory agencles to GAO.
H.R. 14151 is the next logical step. At present, anthority under the
Federal Reports Act is fragmented. Its consolidation into GAO would
bring more effective enforcement and would do much to restore the
faith of the small business community in Congress’ determination to
find a viable solution to this problem.

I am confident, Mr. Chairman, that from this proceeding will
emerge meaningful and decisive action, so that the American busi-
nessman may look forward to more effective and successful participa-
tion in the marketplace.

That concludes my official testimony, Mr. Chairman, but T would
like to add some brief conclusive remarks and a note of thanks,

Mr. Chairman and members of this committee, the American small
businessman has fallen victim to the ever-increasing Federal bureauc-
racy. He is being smothered under an avalanche of paperwork which
is time consuming and extremely expensive. The businessman is search-
ing for a way to cut through this redtape, which costs him and the
Federal Government a staggering $36 billion each year. By partici-
pating in today’s proceedings, T am confident that we are sending a
message to the American business community. The Congress is aware
of the Federal paperwork burden, and the Congress is going to con-
tinue the momentum now set in motion in seeking relief and in realiz-
ing a lessening of that burden.

At this time T would like to offer a special note of appreciation to
the National Federation of Independent Businessmen and its 380,000-
strong membershin which has worked with me and continues to work
with me in the panerwork area. The NFIB is an effective voice for the
small husinessman. and T Took forward to onr continued association.

To the 162 Members of the House who have joined me in snonsoring
the Federal Paverwork Burden Relief Act. my genuine thanks for
makino this concerted effort to deal with the nroblem.

And thank von. Mr. Chairman and the members of this committee,
for affordine this aveellent onnortunitv ta vonealize our interact in
and concern over the Federal panerwork hnrdas,

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2



Approved For Release 2005/03/2§9', CIA-RDP77M00144R001100060005-2

And to the many persons and organizations who have indicated
their support for our paperwork legislation, and for our efforts here
in the Fouse, I extend my appreciation and my assurance of continued

involvement.

Thank you very much.

[ Attachments to the statement follow 1]

Tie “FeperAL PAPERWORK BURDEN RELIEF AcT” (HR 12181)

(CO-SPONSORS)

Abdnor Ginn Pike
Anderson (Cal) Goodling Powell
Anderson (I11) Grasso Preyer
Archer Green Rarick
Ashley Gude Riegle
Bafalis Gunter Rinaldo
Baker Hamilton Rodino
Bauman Hammerschmidt Roe

Beard Hanley Rogers

Bell Hansen (Id) Roncallo
Bevill Harrington Rooney
Biester Heckler Rose
Bingham ITenderson Rouse
Boland Heinz Roy

Bowen Helstoski Sarasin
Bray Hicks Sarbanes
Brinkley Hillis Scherle
Brown (Cal) Holt Seberlius
Buchanan Huber Shoup
Burke (Fla) Hudnut Shriver
Butler Hungate Shuster
Carney Ichord Sikes
Carter Jarmon Stark
Cederberg Jones (NC) Steed
Chappell Jones (OK) Steelman
Clausen Kemp Steiger (Wis)
Cleveland Kyros Stokes
Cohen Lagomarsino Stratton
Colling (Tex) Lehman Stuckey
Collier Litton Studds
Conlan Long (Md) Symms
Cronin Lott Thomson
Culver Mallary Thone

D. Daniel Mann Towell

R. Daniel Martin (NC) Treen
Danielson Mathis Ullman
Davis Mazzoli Vander Jagt
Dellenback MeceCormack Veysey
Denholm McEwen Waggonner
Dent McKey - Waldie
Derwinski Melcher ‘Walsh
Dickinson Mezvinsky Ware
Duncan Michel White
Edwards (Ala) Miller (Ohio) Whitehurst
Eilberg Moakley Wilson (Tex)
Eshe Mollohan ‘Winn
Eshleman Montgomery Wolft
Fascell Morgan Wright
Flynt Murphy (I11) Young ¢(Alas)
Foley Murphy (NY) Young {Ga)
Ford Murtha Young ¢(Il1)
Frenzel Nichols Young (SC)
Froehlich Obey Zwach
Gaydos Owens

Gettys Parris

Oongressman Gus Yatron (D-Pa) Author and Chief Sponsor.
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[From the Nebraska Television Network, Apr. 18, 197471
EDITORIAL

Are you a small businessman or farmer buried under the mountain of paper-
work required by federal regulations? I am too and I have found a friend. e
is Pennsylvania Congressman Gus Yatron, a Democrat. Good old Gus has.
introduced a bill in the U.S. House of Representatives that promises to help
us dig out from under all those government forms, According to him and the-
other 160 Congressmen that support his bill, varions federal agencies require
10 billion sheets of paper for unnecessary and duplicated reports from small
business alone. Filling these forms out costs small businessmen about $18
billion every year. These costs increase each year at a rate of about 209% too.
You would think that such a paperwork jungle would have been eliminated
years ago . .. but that is not the way a bureaucracy works. Congressman
Yatron and his cohorts have created the “Federal Paperwork Burden Relicf
Act”, HR 12181, that calls for the Gencral Accounting Office to recommend how
to eliminate this paperwork which serves no useful purpose. I like the idea and if
it sounds good to you, I suggest you write to your congressman . . . or to. the
Chairman of the House Government Operations Committee in ‘Washington, and
urge that hearings be held on HR 12181. The last thing a small businessman or
farmer needs is a big lead of paperwork . . it wastes both your time and your
money.

[From the Pottsville Republican, April 1974]
YATRON’S TARGET—$18 BILLION IN USELESS PAPERWORK

(By Niel Heard, National Federation of Independent Business, Ine.)

There is a Biblical injunction against removing the mote from your neighbor’s:
eye before first casting the beam out of your own eye.

Currently the Federal government strongly urges the public to save energy,
yet the admonition appears to be unheeded in the labyrinths of Federal
bureaucracy.

Congressman Gus Yatron of Pennsylvania has before the Congress legislation,
co-sponsored by 155 of his colleagues, that would attack this paperwork jungle.
His legislation, strongly supported by the National Federation of Independent
Business, would require the General Acconnting Office to submit to Congress
a report -on this required filing of forms, and recommendations on how to
eliminate the paperwork which serves no usefual purpose.

But it now seems, in the light of the energy shortage, that some action should
be taken on Representative Yatron's bill. After all, 10 billion sheets of paper,.
even of the most modest quality, represents some 200,000 fons of paper which
does use up a lot of forests and a prodigious amount of energy in some form.

NATIONAL FEDERATION OF INDEPENDENT BUSINESS “MANDATE”

Your Federation is working closely with Rep, Gus Yatron (Pa.) on a bill
which would instruct General Accounting Office to study federal paperwork
burdens on small business and to report within one year how these may be
lessened. Close liaison has been established. There’s hope for helpful accomplish-
ment to assist independents.

[From Nation's Business, March 1974]

Small businesses can see a glimmer of hope in their constant battle against the
unflagging growth of federal government paperwork,

Rep. Gus Yatron (D.-Pa.), himself formerly a small businessman (ice cream),
has introduced a bill that would have the General Accounting Office “study the
nature and extent of the federal reporting requirements.”

Called the “Federal Paperwork Burden Relief Act,” it would direct GAO to
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make recommendations to Congress for administrative actions and legislative
enactments “deemed appropriate and necessary.”

Tt's estimated that it cost small businessmen $18 billion to handle some 10
billion sheets of paper involved in completing required federal reports in 1972.

Sen. Henry M. Jackson (D.-Wash.) has introduced companion legislation in the
Senate.

[From the Public Utilities Fortnightly, March 19741
YATRON INTRODUCES “FEDERAL PAPER WORK RELIEF AcT”

U.S. Congressman Gus Yatron (Democrat, Pennsylvania) has written and
introduced legislation in the House of Representatives which seeks to determine
the nature and extent of the federal paper work burden and reporting require-
ments throughout the entire federal structure. The measure is important, for it
will not only affect millions of small businessmen and self-employed individuals,
but will ultimately relate to the reporting requirements upon public utilities.

The legislation, entitled the “Federal Paper Work Burden Relief Act,” directs
the General Accounting Office to conduct a study into the exact extent and nature
of federal reporting requirements and recommend to the Congress appropriate
legislative action to lessen that burden. )

MoOTOR VEHICLE MANUFACTURERS ASSOCIATION
oF THE UNITED STATES, INC.,
DBetroit, Mich.

Drar MR, YATRON : I am pleased to learn of the legislation you have recently
introduced, directing the Comptroller General to undertake a study of the paper-
work burden, and reporting requirements imposed upon industry and business.
by the Federal government. Such a comprehengive study is needed,

HR 12181, the “Federal Paperwork Burden Relief Act,” will bring to the
attention of Congress and the Executive branch the volume of reporting require-
ments with which bysinesses comply daily. :

The Motor Vebicle Manufacturers Association fully endorses your proposal
and encourages its swift passage through both Iouses of Congress. We are
therefore sending a copy of this letter to Congressman Chet Holifleld, Chairman,
Committee on Government Operations, to which your bill has been referred.

NATIONAL ARSQCIATTON OF MANUFACTURERS.

DEAR CONGRESSMAN YATRON : I am most pleased to be able to tell you of our
support for the Federal Paperwork Relief Act, HLR. 12381. As a member of the
Business Advisory Council on Federal Reports since its inception, the NAM has
been in the forefront of efforts to ease the federal paperwork burden oh all
business, particularly small business. As you know, more than 50 percent of
NAM’s membership is sinall business. '

We are gratified to see the renewed interest in this important subject on the
part of the Congress, particularly as evidenced by the larger number of co-
sponsors of your legislation.

NATIONAL ASSOCIATION OF DROADCASTERS,
Washington, D.C.
Dear CONGRESSMAN YATRON: We thought you would be pleased to receive a
copy of our weckly publication, “Highlights”, which on page two reports the en-
dorsement of NAB for your Federal Paperwork Burden bill,

GENERAL BELECTRIC,
Schenectady, N.Y.
Drar MR, YaTRON : Could you please send me a copy of your bill, the ‘“Federal
Paperwork Burden Relief Act”? Most businessmen will certainly welcome such
legislation and I would like to understand your proposal and follow its progress.
T read with pleasure in “Nation’s Business”, March 1974, that you are under-
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taking an effort to reduce the amount of paperwork for the small businessmar.
I am a small businessman, and I have been erying for this for years. To the
small businessman, this is especially important because he does not have &
separate accounting department to read all of the fine print and it is not always:
desirable or easy to turn it over to a CPA or lawyer.

KMAN,
Butler, Mo.

DEAR REPRESENTATIVE YATRON : This is to encourage you, and to thank you for
introducing H.R. 12181, to help get all small businesses out of some of the burden-
some paperwork we have to endure.

I don’t know what your bill entails, but it must be good, because I know of
the problems on this end.

B. D. THORNTOR,
President, General Manager..

[From the Washington Post}
PAPERWORK AND RED TAPE

Legislation which I have authored and introduced secks to lessen the in-
creasing federal paperwork burden imposed on American business, both large
and small. The “Federal Paperwork Burden Relief Act” has thus far been co-
sponsored by over 130 of my House colleagues. A similar proposal will be in-
troduced in the other body by Senator Henry Jackson.

The bill, very simply, directs the General Accounting Office to eonduct a study
into the nature and extent of federal reporting requirements under a number
of programs and regulatory agencles. The GAO is to report its findings to Con-
gress in the form of recommendations for administrative actions and legislative
enactments deemed appropriate. Congress will then be armed with these rec-
ommendations and can begin to cut away. the red tape,

The importance of the “Federal Paperwork Burden Relief Aect” is reflected
in the fact that the entire American business sector will derive benefit from
its enactment, although it is aimed primarily at the smaller businessman who-
is less able to assume the cost and time-consuming faetors involved in comply-
ing with the completion of myriad papers and forms.

DeAR CONGRESSMAN YATRON: I read recently you had a bill to reduce the
waste of forms, copies, and papers that each of us faces as & way of being
“governed.” For physicians, too, a good deal of effort and energy is lost in
pointless recording.

Could you possibly get me g copy of your bill? I'qd like to read it and maybe
encourage a little wider support.

Thank you,
KEeNT D, BERGH, MD,

Arcray Business FomrMs, INc.
Dpar CoNGRESSMAN YATRON: I want you to know how very pleased I am
to hear that you are sponsoring legislation to ease the paper work burden
imposed on small business by the reporting requirements of the varlous branches
of the federal government,
This kind of action has long been needed and I wish you the very best of
luck in your efforts to obtain passage,
Sincerely,
GERALD G. ALEX, President.

AMERICAN PHARMACEUYTCAT, ASSOCIATION.

DeAR MR. HOLIFIELD : The American Pharmaceutical Association, the nationak
professional society of pharmacists, has endorsed H.R. 12181 introduced by Con-
gressman Yatron with 162 co-sponsors,
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The rapid expansion of third party payment pharmaceutical service programs,
both government and private, has made the pharmacist keenly aware of the addi-
tional burdens attributable to increased paperwork and costs which must ulti-
mately be passed on to the public. We urge that the Committce on Government
Operations initiate hearings on IL.R. 12181 so that the House can obtain a cur-
rent appraisal of the need for this legislation. If such hearings are held, APhA
would be pleased to present the pharmacist’s view of the problem.

RESOLUTION

We, the Board of Directors of the Chamber of Commerce of Reading and Berks
County, representing over 1200 members, most of whom are business and profes-
sional men, endorse the proposed legislation by our Congressman Gus Yatron
which may be cited as the “Federal Paperwork Burden Relief Act”.

NATIONAL ASSOCIATION OF INSURANCE BROKERS

PAPER, PAPER, PAPER. . . PAPER?

IIelp may be in sight. . . . The Federal Paperwork Burden Relief Act (H.R.
12181) has been introduced by Rep. Gus Yatron (D-Pa.) and 150 cosponsors, and
probably will be dropped in the Senate hopper soon.

According to the American Farm Bureau Federation:

“Certainly, farmers in recent years understand as well as anybedy the addi-
tional paperwork that is required as a result of various programs in the I'ederal
Government. We are certainly enthusiastic about your bill and its attempt to
obtain relief from some of this Federal paperwork.” '

AMERICAN APPAREL MANUFACTURERS ASSOCIATION, Inc.

DEeAR MR, YATRON : At the Board meeting of the AAMA last week, it was unani-
mously decided to support your “Federal Paper Work Burden Relief Act”. This
is the type of thing we need.

BrerKS COUNTY MEDICAL SOCIETY,
‘ . 429 Walnut St., Reading, Pa.
It is pleasing to tell you that our council members voted unanimously to sup-
port your effort and to give our official endorsement to this legistation.

C17Y OF CARMEL-BY-THE-SEA,
o . : Carmel, Calif.
Fnclosed is a copy of an editorial in a recent issue of our local newspaper.
Anyone who deals with governmental red tape will appreciate your efforts.

THE NATIONAL INDEPENDENT MEAT I’ACKERS ASSOCIATION

The presently overwhelming task of filing forms and reports will be greatly
lessened with the passage of your bill.

SARASOTA BROADCABTING COMPANY

I was very happy to read about your efforts to help small businessmen di
out from the mountain of paperwork required by federal regulations. :

86-646-—74——7
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[From the Congressional Record, Apr. 23, 1974]

¥rprrAL PAPRRWORK : THE Most ONEROUS REPORTING REQUIREMENT—IRS FoRM
941

The SPEAKER pro tempore. Under a previous order of the House, the gentle-
man from Pennsylvania (Mr, YATRON) is recognized for 5 minutes.

Mz, YarkoN. Mr. Speaker, today, T am joining with my very distinguished
eolleague from Oregon, Congressman AL UwlnLyaN, ranking majority member of
the Ways and Means Committee, in sponsoring legislation aimed at relieving the
single most onerous Federal reporting requirement: the quarterly wage report
for social security purposes. Our Senate colleague. Senator THOMAS McINTYRE,
has sponsoved this piece of legislation in the other body, and its prospects for im-
plementation in this 93d Congress are distinet.

U'nder the provisions of this measure, the reporting of wages by employers
would be consolidated and the (quarterly IRS Form 941, which causes businessmen
to e¢ringe, would be changed to an annual system, The cxisting IRS Form W2
would be used, thus relieving a major aspect of the Federal paperwork burden.
The National Federation of Independent Business and ifs 371,000-strong mem-
bership is strongly behind this legislation, and I know that ity enactment would be
met with genuine gratitude by the enfire Ameriean business sector.

The proposal which Ar Urevax and I are sponsoring today in the House weuld
accomplish thig significant change through a series of some 40 highly tech-
niral amendments to the present Social Security Act and to the Internal Reve-
nue (ode of 1954, as amended. IRS Form 941 represents the most difficult and
costly paperwork burden imposed on small business. It falls most heavily on
small and medium-sized businesses and costs employers $235 million each year in
cterical and accounting costs alone.

The National Federation of Independent Business has singled out this partic-
ular form and it has consistenfly songht relief in behalf of the small business-
man, whose overhead costs will be significantly reduced if this form were changed
froni a quarterly to an annual report.

According to a survey by the Federal Small Business Administration, 8 out of
aevery 10 respondents favored eliminating Form 941 and using Form W2 to obtain
data for social security purposes. Their expenses, it was clearly determined,
would be substantially reduced. Not only wonld the business community derive
benefits and savings from implementation of this legislation, but also the Fed-
eral Goverument, which processes approximately 175 million reports of wage
payments each year. The General Accounting Office calculates that the processing
of paperwork costs the Government over $15 billion a year. That figure accounted
for some 6 percent of Federal expenditures in fiscal 1973. And, it now costs $7
billion more per year to process Federal paperwork than it did 6 years ago—
$11 billion more per year than paperwork costs back in 1955. These figures clearly
underscore the magnitude of the alarming proportions that the paperwork burden
has reached.

Several major advantages of the changeover from a quarterly wage report
to a yearly system were illustrated in a report of the President’s Advisory Coun-
cil on Management Improvement, as follows :

1. Data processing systems have made tremendous strides since the initial
proposal that a single reporting system is not only technically feasible but also
administratively adequate.

2. The objections raised in the past are no longer of sufficient weight to con-
tinue the now obsolescent system.

3. The annual reduction in the number of reports submitted by business is
estimated at approximately 18 million, with a savings in excess of 200 million
dollars. Savings to the Federal Government would be reflected in a reduction in
operating costs and increased compliance income, but accurate estimates of dol-
lar savings will have to wait on the development of the system.

Mr. Speaker, the legislation which Congressman Urrvax and I are jointly
sponsoring today is going to be met with an extremely favorable response by
every businessman, whether he represents a large or small operation, although
it will be of particular benefit to the smaller establishment.

It« passage will be a major attack against the Federal paperwork burden and
is part of my current effort here in the House to achieve constructive progress in
lessening that burden, to the greatest possible extent,
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Chairman Hovrriern. You are certainly welcome.

We appreciate your testimony here this morning and the comments
you have made.

We are aware, of course, of the increasing paperwork. But the com-
plexity of our society is one of the reasons for it. And the actions on
the part of the Congress are another reason for it.

This bill requires the Comptroller General to conduct a study of
the reporting requirements of Federal regulatory programs. I would
like to ask you this question. ITow do you differentiate between the
programs of independent regulatory agencies and those of the execu-
tive departments ?

Mr., Yarron. GAO is the logical and only body to monitor and
study the paperwork burden. The Office of Management and Budget,
an arm OF the executive, cannot provide the necessary checks and
balances with respect to the proliferation of paperwork. We cannot
expect it to effectively police itself, and we can see that OMB has failed
entirely in its responsibilities under the Federal Reports Act of 1942.

That is why FLR. 12181 is so essential, because it would bring the
IRS, the most guilty paperwork villain of them all, under the GAO.
And, it would transfer OMDB’s authority under the 1942 act to the
GAO, which T feel would far more effectively be in a position to suc-
cessfully monitor proliferating paperwork.

Because the GAO does not have the authority to actually reject
unnecessary and wasteful forms and papers, H.R." 12181 would extend
specific authority to the agency in this regard and would give its
ability to deal with the paperwork problem much more clout.

Chairman Hourrierp. The Federal regulatory agencies, the FPC,
the IITC, and those agencics, are not directed by the GAO, if I under-
stood you.

Mr. YarroN. The GAO does not have the specific authority to reject
wasteful and duplicative forms, which renders some of its authority
under the pipeline amendment less meaningful. GAO should be given
broader and stronger authority in this area.

Chairman Horrrierp. That is a different thing. That was a special
amendment that was put on the Alaskan pipeline bill. And of course,
the very fact that the Congress put it on increased the work of the
GAQ, and also increased the paperwork. )

You see, this is the point I am making. The Comptroller General
already has the authority under the Alaskan pipeline amendment to
the Federal Reports Act to pass on the actions of the independent
regulatory agencies.

Now, are you directing your bill, then, to the executive agencies at
the Cabinet level as distinguished from the regulatory agencies in the
Government ?

Mr. YarroN. Yos, Mr. Chairman. Again T refer more to I1.R. 14151,
at this point, than to IL.R. 12181, because the OMB cannot cffectively
police itself as an arm of the executive. Yes; my bill does address
itself to the executive “line agencies” or departments, as opposed to
the riegulatory agencies under the pipeline amendment, which GAO
now has.

I feel that GAO also should have the authority over psaperwork
with respect to the actual executive departments—Labor, Commerce,
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and so on. And, of course, the IRS, who accounts to no one with
respect to information gathering and paperwork.

Chairman Horrrierp. Do you feel that the review of agencies’
forms is properly a function of the executive branch ?

Mr. Yarron. I don’t think it is, no.

Chairman Hoviriewp. Do you agree with the Comptroller Gen-
eral? He stated that he was opposed to legislation such as the
Alaskan pipeline amendment which would place functions of an
administrative nature in the GAQO. I would like to ask you this: How
in your vicw can Congress reconcile the continued demand for in-
formation upon which to base decisions with the purpose of your
bill to reduce the paperwork burden? For example, last year when
the energy crisis hit us with full force, the first reaction of many
Congressmen and our constitutents was: What are the facts? How
much fuel do we have? Where does it come from? What is our con-
sumption ? We lecarned very quickly that the information available to
the Government to answer these questions was inadequate. Therefore,
we had to start sending out forms to get this information. This
meant more paperwork in order to get the answers which Congress
and the executive branch did not have.

So you see, we have conflicting objectives here. We in the Congress
ask for information. The way the agencies get information is to
send out forms which have to be filled in. If we don’t ask for in-
formation, then there are that many less forms, There are forms
that are now in existence that are not needed. There is no doubt that
some of them may be obsolete.

We had testimony by the Comptroller General on obsolete reports
vesterday. We are trying to eliminate some of them. The forms in the
agencies do not necessarily originate by themselves. They arve initiated
generally by legislation that Congress passes.

Mr. YaTron. You've made an excellent and very important point,
Mr. Chairman, because the Congress is also guilty in many respects
for the continued demand for information and paperwork completion,
through various programs enacted by us and administered by the reg-
ulatory and executive agencies.

Here again, I have sponsored still another piece of legislation, H.R.
14152, to deal with this specific problem of paperwork resulting from
programs approved by Congress. However, this proposal is pending
before the Rules Committee.

Nevertheless, what it addresses itself to is the political paperwork
resulting from legislation passed by Congress. It is identical to S. 200,
sponsored in the Senate by Senator McIntyre. Basically, it requires
that new forms and reports, and revisions of existing forms, resulting
from legislation be contained in reports of committees reporting the
legislation. In this way, we can strike at the core of paperwork created
by congressional legislation.

I realize that we are never going to completely eliminate the need
for forms and information, but this measure would be helpful in
weeding out as much potential paperwork as possible.

Oglr)'lprimary ailm is to substantially reduce as much paperwork as

ossible.
P Chairman Horrrrerp. We can all subscribe to that objective.
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Mr. Yarrow. And T feel that the GAO would be in a position to
perhaps study the problem before it goes into effect, to eliminate some
of the paperwork. We in the Congress as well as the people back home
talk about giving away our powers to the executive. I think since the
GAOQ is an investigative branch, and it is an arm of the Congress, we
would be getting back what we perhaps originally had given away.

Chairman Ilorzrerp. But there are two polnts on that. One is that
if we ask the GAO to do it in place of an agency, that also generates
paperwork. Practically every bill that we pass for any purpose in the
Congress has a clause in it which states that the administrator of the
agency or department is authorized to formulate rules and regula-
tions which he considers necessary to the proper functions of the act,
the proper implementation of the act. Now, that is almost boilerplate
that goes into every bill, and it gives authority to the agencies and
departments from Congress to get the kind of information that they
think is necessary. And it gives authority for the forms and regula-
tions and notices which keep the Federal Register going.

Your goal is a good goal, and we all seck that goal. But while
we arc seeking it, we are responsible in the Congress for proliferating
more paperwork which the agencies send out. And. if we ask the
GAO to do it, we will be asking them to proliferate forms and ques-
tionnaires in order to get the information which they need. You
cannot get it all by sending an army of people out to talk with people.
Tt costs the Government money whether you send a man up to check,
to interview a hundred businesses of a certain type, or whether you
send out a hundred questionnaires with the request that they return
the information which is deemed to be necessary by a particular
agency or by the GAO. :

So 1t is a difficult problem. Tt is not just the simple matter of saying
that they should not issue paper to the small businessman. We are
constantly demanding more information, as we did in the FEA Act.
So they immediately start getting it, which generates paperwork
or an army of burcaucrats to go out personally and get it.

I am just pointing out some of the problems that are involved
in trying to do something about the paperwork burden.

Mr. Horron. I would just like to say to the gentleman that T, too,
am concerned about this paperwork burden. It is on all of us. We
have a tremendous problem 1 our own offices. I think the stationery
account has had to be increased almost every year in order for us to
take care of the tremendous amount of paper that we utilize.

Sometimes I feel that I am in the business of just pushing paper.
You feel you are just a slave to the paperwork in your own office.
You do not have time to think about some of the important decisions
that you have to make because you are tied down with all this paper-
work. ‘

Chairman Horarrerp., If my friend will yield, practically every
Congressman and every Senator sends out questionnaires and increases
that paperwork. They either send out questionnaires to obtain infor-
mation, or they send it out to call their names to the attention of the
recipients and let them know that they are concerned with the
problems. '

Mr. Horrox. What you are proposing in your bill is that the
Comptroller General make a study of the reporting requirements,
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We do not understand the words that you use: “Federal regulatory
program.”

As the chairman tried to point out, “regulatory programs” is not
well defined. Are you talking about regul atory agencies, like the IC(C,
the FTC, et cetera, or are you talking about all regulatory programs
of the executive branch?

Idancll not sure that I understand exactly what you are suggesting be
studied.

Mr. Yarrow. T was referring. as an example, to the ICC, the FT(C,
and some of the other regulatory agencics, as well as the executive.

Mr. Horron. In other words, you are talking about a study through-
out the executive branch ?

Mr. Yatron. Yes. The intended inference and aim of H.R. 12181
encompasses the entire Federal structure—executive departments and
regulatory agencies. T am convineed that a study of only one or two
departments or agencies simply will not provide the composite picture
necessary. Piecemeal studies will only provide partial or piecemeal in-
formation. Also, the nature of the paperwork of one department or
agency will not necessarily reflect the nature of the reporting require-
ments of others.

Mr. Horron. Let me make this point to von. We held some hearings
in this committee some time ago on the problems of procurement. Now,
procurement cuts across the whole spectrum of the Federal Govern-
ment and the executive branch. As a result, when we finished we made
a recommendation that there be established a Procurement Commis-
sion to make a study. That Commission was established bv statute. And
we worked almost 4 years on that Procurement Commission study and
the nroblems of procurement.

Mavbe the way to make this study is to have an independent com-
mission which would look at this whole problem of paperwork, Or, as
I understand it now, the Comptroller General is in the process of
making some sort of pilot survey. Mayvbe it. would be better not to do
anything until that study is completed and we have its recommenda-
tion from the Comptroller General.

There has been a tendency more and more to put matters of an ad-
ministrative nature into the legislative branch: namelv, the GAO
and the Comptroller General has been trving to resist that effort. T
think that is a wise position on his part, because he wants to go along
with keening the administration in the exerntive branch. ,

So T think averall your bill has an excellent thrust and an excellent.
purpose. But T am not sure that the Comptroller General is the one
to make the study. Secondly, T am not sure that the language would
aceommrlish what vou want, :

I wonld hope that the (GA O, with the work if is now doing, will come
up with some recommendations which will perhaps put us on the right
track. c

In the meantime, T think we ought to take a eood hard look at this
and mavbe come up with a different approach, because your approach
doesraise problems,

Mr. Yarrow. I am sure that the committee. in its wisdom. would be
able to explore alternative plans or approaches to make efforts more
workable in dealing with the paperwork problem, and T emphasize that
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I am not inflexible on these various approaches. After all, our ultimate
intent and goal is exactly the same—to deal effectively with this paper-
work problem.

However, T reiterate my view that only through a comprehensive
study as called for in ILR. 12181, on a continuing on-going basis, can
we hope to obtain a truly composite picture of the problem.

Mr. WypLer. Congressman, your statement was very good. And the
thrﬁt of your hill is very good, too. It focuscs attention on a serious
problem.

But I would be less than candid with you if I said that my own fear
is that if we were to give this job to the Comptroller General, or cven
to some independent commission or what have you, the first thing they
would want is information on what the problem is. ‘

The first thing they probably would do is send a form to all business-
men asking them to tell them what forms they are filling out so that
they can get a view as to what the problem is. And so it would add more
to the workload of the business. I foresec that as a possibility anyway.
It is one of the things we would have to consider. Nevertheless, I think
your idea is great, and I think we should try to do something to help
the small businessman who is loaded down with the paperwork we have
created for him,

Mr. Yarron. True, it is going to generate paperwork just by attem{)t-
ing to resolve this problem, but the benefits to be accrued, economica ly
and otherwise, when we do make inroads, are so vast and extensive that
there is really no valid comparison between the paperwork that may be
generated by trying to solve the problem and the ultimate savings to
business and the Government. We are talking about a problem so tre-
mendous that it’s mind-boggling. :

Mr. Chairman, it’s like building a foundation onto which you can
continue to build. Onee the skeleton or frame is begun, the task is even
less difficult as we move ahead. Once we have an initial outline, the
structure will continue to grow until we have the final picture, or struc-
ture. When we can sce that structure, we will have made a tremendous
achievement.

I still maintain, also, that by expanding the authority of the GAO,
through enactment of FL.R. 12181 and H.R. 14151, we will insure more
effective checks and balances, vital to the workings of government.

. Chairman Horrrierp. Thank you, Mr. Wydler.

Thank you, Mr. Yatron.

Mr. Yarron. Thank you very much.,

Chairman Iorirrern. Our next witness is Mr. Fascell, our colleague
on the committee,

STATEMENT OF HON. DANTE B. FASCELL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF FLORIDA

Mr. Fascerr. Mr. Chairman and members of the subcommittee,
thank you for this opportunity. ]

I have a prepared statement. I request that it be included in the rec-
ord, and I would like to proceed extem poraneously for a minute.

Chairman Hourrrero. That may he done. And you may proceed.

Mr. Fascrrr. Mr. Chairman, first of all, T am very pleased to support
the efforts of my colleague and this subcommittee to deal with the prob-
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lem that confronts the businessman in America, particularly the small
businessman. Kvery action to produce a paper amounts to a hidden
tax on that man. And I think the small businessman deserves our best
efforts to: alleviate his problem in conducting his business. He has
cnough problems as it is.

When we consider the flow of requirements that come both by con-
gressional act and by the rules and regulations of the executive depart-
ments and agencies and add State, county, and loeal requirements, I
think we can almost assume, without even having a detailed picture,
that the ordinary businessman is overworked and burdened by the
paperwork. So anything that we can do, no matter how we do it, T
think would have to be on the plus side.

GAO is already involved in a study. The Senate (iovernment Opera-
tions Committee has directed GAO to do a study of the Department of
Labor requirements that fall on the small businessman. Perhaps some
other department could be checked in that way, also, just to get a better
picture.

Maybe an independent. commission with GAO supervision to do the

~ study might be an answer. We certainly ought to he.ve some small busi-
nessmen on such a commission. And we ought to do some field studics.
It seens to me we ought to look at the burden from the other end,
from actually what the small businessman is required to file with the
Government.

But I think it is valid to take a look at the flow of work, in terms
of forms, that results from either laws or regulations of a particular
department and which impinge on the operations of the businessman.
Then with that picture, we can try to reach some conclusions as to how
we can minimize the burden.

Our colleague from Pennsylvania has hit on a very sensitive problem.
There is no question about the fact that the small businessman needs
this kind of relief. I think it is incumbent upon the legislature at this

~particular juncture in history to take aggoressive action. Therefore, I
commend the subcommittee for considering very seriously some ac-
tion in this field.

T would like to also express my support for the chairman’s bill
which would examine the statutory requirements on reports to the
Congress. I think we have far too many, and we are all guilty in our
own committees of writing in the requirements.

Chairman Horrrirrn. As you know, we are climinating a great
number of reports in that bill.

Mr. Fascerr. I think we need to proceed on that, Mr. Chairman. We
need to examine all the requirements for reports, an overall review, and
then keep reviewing and reducing the list of required reports to Con-

ress.

And, finally, Mr. Chairman, returning to the other problem, I think
as an arm of the legislative branch it would be extremely useful for
GAO in some way, if not charged with the direct responsibility of
conducting the studics, then at least they could give us the benefit of
their views and recommendations to correct the overall problem facing
the small businessman.

Mr. Horron. If you will yield. As you will recall, the Comptroller
General was designated by fhe Congress as a member of the Govern-
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ment Procurement Commission. And that was the way we tried to get
the views of the GAO, by his membership on that body.

. Mr. Fascrrn. I was suggesting that that might be a viable solution to
the problem. I can sec difficulty if GAO would have the sole and
fundamental responsibility of a review of the requirements of the
Congress and the executive branch which place a paperwork burden
on the American businessman. That might be very difficult for them
to undertake, in light of the oncrous duties they alrecady have. But T
do think a'very serious study of the overall problem is definitely called
for. And I am sure that the subcommittee will respond in proper fash-
ion to mect that problem.

Thank you, Mr. Chairman. I wanted to express my serious support
for the efforts by our distinguished colleague from Pennsylvania. I
think he is making a very substantial contribution in bringing this
matter to the attention of the Congress.

[Mr. Fascell’s prepared statement follows :]

PREPARED STATEMENT oF ITox, DANTE B. FASCELL, A REPRESENTATIVE IN
CONGRESS I'ROM TIE STATE OF IFLORIDA

Mr. Chairman, thank you for the opportunity to appear before you this morn-
ing in support of the “Federal Paperwork DBurden Relief Act,” which I have
joined in sponsoring with our colleague, Congressman Gus Yatron, and more than
160 of our colleagues in the ITouse of Representatives.

The federal paperwork burden on small businessmen, which this bill is intended
to reduce, has always been severe, In recent years the increasing demands made
by hundreds of federal departments, agencies, commissions and bureaus has
become intolerable. The need for this bill is abundantly clear,

We know the burden is there. We know it is increasing. We know something
positive should and must be done to help ease the government’s insatiable appetite
for information and reports.

We could use the “axe” approach and with one swing exempt small businesses
from all or almost all federal reporting requirements. Or we could take up un-
reasonable or unduly burdensome requirements one by one as they are called to
our attention by justly irate and frustrated constituents.

Or we could do what this bill provides—direct a thorough, comprehensive sur-
vey of existing requirements to determine which are necessary for the proper
conduct of government, whether all or only some are needed, whether the extent
and detail of information required is really needed or truly useful, whether re-
ports or particular types of information can be climinated or simplified.

Rased on the results of such a survey and the recommendations of GAO, we
could then proceed in a mofe rational fashion to consider an omnibus bill to re-
duce the burdensome reporting requirements presently imposed on small business-
men. We might even find that there are many reports required of big businesses
also that are unnecessary or of little utility.

The cost to a small businessman of dealing with the federal government is a
cruel and -hidden tax. It is becoming an inecreasingly larger share of his total
cost of doing business—quite apart from the frustrations of spending his money
and his time on what to hini are totally useless, non-productive and. non-profitable
reports. . -

The federal paperwork burden also causes an inerease in the price of products
and services to the consumer and contributes to the inflation that threatens
our economy and is felt so personally by every family. There is no justification
for the government—which is supposed to control or eliminate inflation—to
fuel its flames by adding needlessly to the costs of doing business,

Txcept for a direct and immediate tax cut or some dramatic action that would
actually dampen inflation, I do not know of a single measure that would be as
vigible to, or as welcomed by, small businessmen as this bLill. It would provide
the bagsis for rational consideration of ways to reduce his costs and make it easier
for him to live with his government, Passage of this bill would let him know that
gomeone in government has heart, someone cares, and someone is going to try to
do something about his problems.
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At a time when all institutions are under attack, particularly governmental
ones, and when the legislature is held in such contempt, it is time for us to e
responsive to the voeal and legitimate complaints of the citizenry. We. can do so
by taking action to ascertain what relief from reporting requirements can be given
to small businessmen. I urge the Subcommittee to take such action.

Thank you.

Chairman Hovrrrrern. Thank you very much. Your testimony is, as
always, pertinent, and certainly welcome to the committee.

We have as our next witness, Mr. Charles L. Bingman, Deputy
Associate Director, Office of Management and Budget.

Mr. Horron. The House is going to go in session at 11 a.m., and
we may not be able to get through.

Chairman Hortrierp. Before you start, Mr. Bingman, T have a let-
ter from Senator McIntyre, chairman of the Subcommittee on Gov-
ernment Regulations of the Senate Small Business Clommittee. He is
in markup in that committee this morning, and he could not appear.
I1e asks that his statement be placed in the record at this point. With-
out objection, it will be received.

[Mr. McIntyre’s prepared statement follows :]

DI'REPARED STATEMENT oF HoN. THoMAS J. McINTYRE, A SENATOR IN CONGRESS
FroM THE STATE oF NEw HAMPSHIRE

Mr. Chairman and members of the committee. T am pleased to be able to
present my views to you on Congressman Yatron’s legislation, H.R. 12181, and
other pending bills dealing with excessive paperwork. H.R. 12181 and companion
bills would direct the General Accounting Office to study the burden of Fed-
eral reporting requirements on the nation’s small businesses. As Chairman of
the Government Regulation Subcommittee of the Senate Small Business Com-
mittee, I have directed a study and investigatorv hearing into this matter for
several years. I am pleased that your Committee, Congressman Yatron and others
are joining in the battle to save our businessmen from the incredible Federal
paper machine,

We need a lot of action. Let's face it, a study of the Federal paperwork burden
and how it affects small business is a good first step and I applaud it. But we
must go further if we are to cut the paperwork and red tape burden that our
small and independent businessmen have to surmonnt.

Our Senate Committee hearings have shown unequivocally that many of our
small businessmen face extinction because of the excessive paper demands made
by our Federal bureaucracy, our laws, in spite of the limits on paperwork
laid down in the 1942 Federal Reports Act.

Our Committee’s hearing record since 1968 is immense. And more informa-
tion flows in daily on how to cut paperwork and how important the nation’s
small businessmen consider any lessening of their burdens, Despite suggestions,
just last week I heard that another businessman was paying penalties because
the paperwork he had to file could not be completed on time.

According to the Office of Management and Budget, a one-man business must
nse 100 hours or more than two weeks of work time every year just to comply
with Federal reporting requirements. One restaurant owner told me that he
grossed §30,000 per year but had to pay $820 of that to an accountant who would
handle his paperwork. Without an accountant to help, he feared he would incur
fines that would drastically curtail his ability to operate,

Not only do the nation’s small businesses pay for their own paperwork ; they
pay for the Federal Government’s. The General Accounting Office reported last
vear that the cost to the Federal Government of paperwork is $15 billion a
‘Fear. And the paper that we store is 11 times larger than the total volume of
ithe Washington Monument ! :

Clearly this burden must he rednced. The bills that your Committee is study-
ing will help. Publicity and Congressional directives can discourage our zealous
‘agencies who think they want to know everything about everybody but receive
s many unneeded papers that some might not find even a first reading before
they molder in some dingy Federal warehouse.
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One . Senatorial. resolution that I introduced with several cosponsors, Senate
Resolution 173, directed the Securities and Exchange Commission to study: itg
rules and regulations and to amend them where possible to cut the paperwork.
burden. That paperwork burden had been falling most heavily on the nation’s
small broker-dealers, the corner brokerage that handles the securities that the
Lig firms cannot, the brokerages that provide the market for the securities of the
small publicly owned business. That resolution led to the formation of a Report
Coordinating Group which will advise the Commission on cutting down paper-
work.

Incidentally, a small broker-dealer is among the sixteen members of the group.
After years of fighting the SEC, another broker-dealer told me that the response
from the SEC after 8. Res. 173 passed was incredible.

Legislation is needed, though, to cut the burden further. I introduced legisla-
tion that would give the power over the Federal Government's forms to the
General Accounting Office. That legislation led to a meeting with Roy Ash, the
Director of the Office of Management and Budget, the agency that oversees the
Federal paperwork burden now. Since then, Director Ash has pushed OMB to-
ward a study that would tackle the reports burden on small and independent
businesses.

Each of these results is gratifying to me. I hope that your actions will result
in similar moves.

But there is one additional area that should certainly be considered: The
question of the complexity of the Internal Revenue Service’s reporting system.
IRE reports are so complex according to small businessmen that they are often

~_unable to. meet IRS deadlines. If the nation’s small businessmen rush to meet
deadlines, often working weekends and nights after a full day of work, they
admit they make mistakes. Mistakes mean penalties. But even paying the
penalties is cheaper than fighting—the audit process is so long and legal fees
s0 high.

It strikes me as wrong for small businessmen to be forced to acquiesce in this
snowstorm of paperwork and then be forced to pay massive penalties for even the.
smallest mistakes. o

“Mr. Chairman, in closing, let me congratulate you and your Committee on
holding these hearings. If there is anything that I am able to do to help you
further, I hope that I can be of assistance. .

Chairman Hoziriern, You may proceed.

STATEMENT OF CHARLES F. BINGMAN, DEPUTY ASSOCIATE DI-
RECTOR, ORGANIZATION AND SPECIAL STUDIES, OFFICE OF
MANAGEMENT AND BUDGET '

Mr. Bingman. Mr. Chairman and members of the subcommittee,
[ appreciate the opportunity to appear before this subcommittee to
present the views of the Office of Management and Budget on H.R.
12118, a bill which would modify the Comptroller General’s audit
responsibilities. and transfer certain of these responsibilities to the
executive branch. ,

H.R. 12113 contains a number of separate titles relating to GAO
audit authority and responsibility. Since these titles are cssentially
separate and unrelated, I believe I can best convey the OMB position
by going through each title in sequence.

Title I—Statistical Sampling Procedures in’the Examination of
Vouchers amends Public Law 88-521 to remove the $100 limitation
below which the sampling procedures are now confined, and to author-
ize agency heads to extend these sampling techniques to administra-
tive preaudit of vouchers in excess of that amount, subject to dollar
limits which, from time to time, the Comptroller General may
prescribe. ‘
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I understand that the Comptroller General will set a limit only on
the dollar breakpoint below which the use of statistical sampling will
be applied, leaving the agency head free to determine, for his own work
situation, the exact sampling procedures he will apply in order to
achieve adequate and effective results. We believe that such latitude is
desirable and preferable to uniform mandated sampling techniques.
We also recognize that GAO would audit the soundness of sampling
techniques as part of its regular audit responsibilities. If this interpre-
tation is correct, OMDB supports title I. We believe that substantial
dollar savings should be possible through the intelligent use of
sampling techniques, and T believe some of the departments and agen-
cies should be able to supply estimates of potential savings should this
provision be adopted.

Title II—Audit of Transportation Pavments. This provision would
amend section 322 of the Transportation Aect of 1940 to transfer
primary authority for the audit of transportation bills and recovery
of overcharges from GAQO to one or more agencies of the executive
branch as designated by the Director of OMB,

GAO has been performing this function as a centralized audit
operation for many years. As I understand the Comptroller General’s
position, he is advocating this transfer now largely on the basis that
this activity is primarily operational in nature and therefore belongs
in the executive branch. OMB has no basic objection to the transfer
of the function, but I do have a number of concerns as to how this
transfer would be properly accomplished.

Wo have already had some preliminary discussions with GAO and
with several executive branch agencies abouf the problems of moving
this function. We have already concluded that it would be highly desir-
able to keep the entire activity together and assign it to a single execn-
tive branch agency. I cannot say definitely as yet which agency will be
designated, but wherever it is assigned, it will represent a substantial
increase of workload.

I also recognize that GAQ is in the midst of a long-term effort to
streamline and greatly simplify traditional transportation billing and
audit approaches and that a good deal of time and effort must be in-
vested, prior to any transfer, to develop and install the improvements
which they have in mind.

We are therefore dealing with a changing activity where we may
not be able accurately to define now the numbers and kinds of people
and the equipment which will be needed to run this function at the
time of transfer. In addition, I recognize that there will be many in-
dividual employees now in GAQO who will be faced with important
career decisions of their own in terms of whether they wish to transfer
out of GAQO.

I am raising these concerns not in the form of objection to the trans-
fer, but to give some recognition to the fact that should this legisla-
tion be enacted, GAO and the gaining agency, along with OMB, will
have a joint responsibility to sec to it that a fully effective unit is trans-
ferred, that the work continues to be properly performed, that the in-
terests of individual employees are protected, and that they are given
every assistance in looking to their own best interests. I do not believe
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any change in the proposed legislation is necessary, but certainly a
carefully prepared implementation plan mutually agreed to by GAO
and the gaining agency would be necessary and the assistance of the
Civil Service Commission would be highly desirable on the personnel
management aspects of the transfer. )

Passing on to the next area, title III deals with the extension of
GAO audit authority to include nonappropriated fund activities. OMB
would not oppose this extension, but does opposo the provision in
section 801(b) which would require a complicated annual report from
each nonappropriated fund activity to GAQ in a form dictated by the
Comptroller General,

Many of these nonappropriated fund activities are small, and many
are run by employce association or other nonofficial groups. Most al-
ready use some form of audit of their own activities as good business
practice, and I suspect most also are subject to official audit and man-
agement scrutiny by the agency of installation on which they operate,
and management reports are already required to meet these demands,
I believe that GAO could obtain these reports through the agencies or
through its own field offices, and the imposition of an additional report.
to GAO would be an added burden which seems wholly unwarranted.

I believe, also, Mr. Chairman, that it is difficult to comment on the
desirability of this extension of GAO authority because there is no ac-
ceptable general definition of what constitutes a nonappropriated fund
activity.

Thef}; Is not, to my knowledge, any existing definition in statute,
nor even any commonly accepted understanding of the term in use in
GAO or in the executive branch. While section 301 (a) attempts to list
examples of what is intended, this certainly seems much too imprecise
for legislation of this kind.

With respect to title IV of TLR. 12113, T would like to express two
concerns. Kirst, the rate at which Federal agencies normally com-
pensate experts or consultants is that of a GS-18. T do not understand

~why the rate of level V of the exccutive schedule would be necessary
for such appointments in GAO.

Similarly, section 401 (b) seeks to waive the current law as it applies
to compensation for retired military personnel employed as experts

“under this title. Currently retired nulitary personnel may receive only
onc-half of their pay over $2,000, and I do not understand why a dou-
ble pay authorization is necessary for G-A O,

Title V seeks to give to GAO exclusive custody of the building which
they now occupy as a headquarters here in Washington.

I understand that GSA has alveady testified in opposition to this
provision. OMB supports GSA’s position because we believe that this
would be an unnnecessary exclusion from the overall responsibility for
administration of public buildings and the administration of the Fod-
eral buildings fund as defined by Public Law 92-313.

I would defer to GSA in making a more detailed case, simply noting
that GAO is furnished office space and services all over the country,

“cither by GSA for GAO’s own offices, or by other departments and
agencies for the use of GAO “resident auditors” colocated with them.
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OMB has no objection to the technical provisions of title VI, amend-
ing a number of existing statutes relating to audits of Government cor-
porations. I understand, however, that the Farm Credit Administra-
tion is concerned with the application of section 601(c) to its opera-
tions. T understand that the present law requires that the financial
transactions of mixed ownership Government corporations be audited
by GAO only for periods during which there is an investment of
Government capital. FCA points out that, while it was initially cap-
italized by the Federal Government, this ca ital has been repaid
since 1968, and the entire system is now owne by its users. I believe
T CA will write directly to the committee secking clarification of this
point. ‘

Finally, Mr. Chairman, OMDB has no objection to title VIT of H.R.
12113 dealing with a number of separate amendments to existing
statutes making certain changes in the frequency or timing of GAO
audits in Government agencies.

That concludes my statement, Mr. Chairman.

T would be happy to respond to any (uestions.

Chairman Horrererp. Thank you, Mr. Bingman.

Mr. Roback.

Mr. Rosack. On the definition of nonappropriated funds activities,
are you familiar with the proposed amendment submitted by the
Comptroller General?

Mr. Bingman. No, sir, I am not.

Mr. Ropack. In that amendment he proposes to define it in some such
torms, as nonappropriated funds and related activities which are es-
tablished within the executive branch to administer the sale of mer-
chandise and services to military or other Government personnel and
dependants, and then he lists the exchanges and commissaries as ex-
amples.

Now, this ties the nonappropriated fund activities rather directly to
sales which ordinarily would be made for profit, as the Comptroller
General pointed out yesterday. Do you think that is a suflicient defini-
tion for legislation?

Mr. Brneaax. I would like to have an opportunity to think about
it, Mr. Roback. It is clearcr than the illustrations which are now in the
act, and therefore would be helpful. However, it also more clearly
portrays the sense that this authority would be rather limited in char-
acter and is not intended to extend authority into a lot of other Fed-
eral kinds of activities which operate with nonappropriated funds,
but are not of the kind that you described.

With your permission, I would like, Mr. Chairman, to submit a
further response for the record on that definition.

Chairman Horirierp. You may.

[The response follows:]

I3xeEcuTIVE OFFICE OF THE PRESIDENT,
OFFICE OF MANAGEMENT AND BUDGET,
Washington, D.C., July 15, 1974.
Hon. CHET HOLIFIELD,
Chairman, Subcommittec on Legislation and Military Operations, U.S. House of
Representatives, Wuashington, D.C.
Dear CHAIRMAN HorLIFiELp: This responds to Mr. Roback’s question concern-

ing H.R. 12113 Title 111, Audit of Nonappropriated Fund Activities definition
raised during my testimony of June 6, 1974.
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OMB would not oppose the proposed definition in the amendment to which
Mr. Roback referred limiting nonappropriated funds and related activities to
the sale of merchandise and services to military or other government personnel
and dependents.

Please let me know if there is any other information you neced.

Best regards,

Sincerely,
CHARLES ¥. BINGMAN,
Deputy Associate Dircotor,
Organization and Special Studics Division.

Mr: Goopwin. Mr. Bingman, with regard to the transfer of the
transportation audit functions, I gather from your statement that you
feel there is a lot going on over in GAQ in connection with computer-
ization and otherwise.

That makes it difficult for you to decide just how this transfer should
take place. Does that suggest that perhaps this legislation is premature,
and that we ought to hold up until these problems are resolved?

M. Binoman. As I indicated in my testimony, we are looking at a
fairly dynamic operation. GAO for a number of years has been en-
gaged in the upgrading and improvement of this operation, largely
in terms of computerization and further automation. That process will
continue for many more months, and should continue whether this
operation is in GAO or in the executive branch. I do not know if there
is a point at which the improvement of the function will be stabilized.
The bill now allows until July 1 of 1976 to effect a transfer. My feeling
would be that because of these kinds of concerns, I would very much
like to see GAO and the gaining agency or agencies work out a careful
implementation plan as to how the transfer would be effected.

1 would not advocate that we hold up the transfer as a consequence
of some of the real uncertainties that we envision. For example, I am
concerned that GGAO already is experiencing a situation where they
have a number of retirements in this organization, and they find these
skills are difficult to recruit. In the event of a transfer, there might be
a lot of people who wonld prefer to stay in GAO rather than go to
some executive branch agency. We would not want to find a situation
in which we were transferring a heavy responsibility with a marginal
or inadequate staff. During the transitional {)eriod, some executive
branch agency would simply be taking on a shell that was not fully
staffed and could not effectively operate.

Mr. Rosack. Mr. Bingman, you feel that this is an unwelcome addi-
tion to the Federal buoﬁget on the executive side; is that really what
bothers you?

Mr. Bvoman. I think that is correct. It is a little like the Federal
Reports Act. There are very few heroes that are going to ecmerge in
the performance of this activity. There are a lot of concerns about how
you keep a unit such as this operating effectively. We should work
together with GAQ in the form of a carefully laid transition plan
which addresses all of these questions and makes certain that we
transfer a fully functioning operation.

By working together, suificient time would be provided for GAO to
carry out the most important of its improvements to make the transfer
effective. ‘

.. Mr. Goopwin. I take it that you are aware of the concern of the
employees as to how this operation is going to affect them, and this is
“equally a matter of concern to you in connection with the transfer.
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Mr. Bixeman. That is correct.

Mr. Goopwin. There has also been some concern as to how this is
going to affect the present offices that have been established by the
DOD in Heidelberg and Tokyo, and under MSTS to handle special
cases of the audit function. Do you visnalize the future system as being
able to accommodate these problems ?

Mr. Bingman. I know that these concerns are very important. I am
sure that there are other examples in the Federal Establishment where
agencies, becanse of increased automation and computerization of
operations, might be able to take on a part of this burden. What we
are saying is that we now sce a centralized audit process, and there
have been advantages to that centralization.

At this point in time, we think the whole process should be trans-
ferred and placed in a single agency in the executive branch. I would
not want that to be a commitment to complete centralization off into
the future. Ioven now GAQ is considering exceptions to this general
centralized facility which allows part of this audit burden to be
handled by agencies. T would think that you ought to continue to look
for those opportunities in the future even after this function is trans-
ferred to the executive branch.

Mr. Goopwin. Do you feel we need a provision in the bill that would
provide for this kind of flexibility?

Mr. Bineman. It may well be that if you do not make such a provi-
sion, then to effect that kind of transfer of administrative responsibil-
ity in the future might require legislation. If it were possible to enable
the gaining agency to make those administrative decisions, under the
provisions of the Federal Kconomy Act, then there would be an added
degree of flexibility.

Mr. Goopwin. Could there be fair assurance that there would still be
a common sect of procedures and regulations to govern those things
so that the carriers would not be confronted by diflerent requirements
in different agencies under the circumstances?

Mr. Bineman. Yes. I think that is quite consistent with the role
that GAO plays in many other areas.

Mr. Goopwin. Turning to the nonappropriated fund provision, you
recognize that these nonappropriated funds are now making annual
reports for management purposes. I am just wondering why you regard
it as so much of a burden for them to furnish the same kind of report,
or perhaps, a somewhat amplified report, to GAO.

Mr. Binaaman. I do not know that all such nonappropriated fund ac-
tivities do have that kind of management requirement. I suspect almost
all of them do. T am most familiar with those in NASA where I worked
at one stage.

My point was this: T am aware of the fact that they generally
not only prepare business reports for themselves, but may be respon-
sible for the preparation of formal submissions to the agency in which
the nonappropriated funds are operating. Those reports would un-
doubtedly be available to GAO right now, and could be obtained either
from the agencies or by GA QO through its network area field offices and
resident auditors. I would think that those reports would be perfectly
adequate for GAQ’s purposes in planning its own audit schedule and
identifying areas of concern. What I was opposing was the thought
that the GAO is creating yet another report to be imposed in addition
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to the ones which already exist. It could come from hundreds of these
activities to GAO and serve no useful purpose. It is quite possible
that one report could serve both purposes.

Mr. GoopwrN. In connection with experts and consultants, the Exec-
utive Office of the President has found some need to hire experts and
consultants at executive level salaries. T am just wondering why you
do not see the possibility that that need also would exist for GAO and
perhaps other agencies.

Mr. Binemax. I would like to defer tothe Civil Service Commission
for a more detailed explanation of what they regard as the usual pat-
‘tern in Federal agencies. My remarks about the GS-18 level are reflec-
tive of my understanding of the normal practice. I think your point is
well taken about the Exceutive Office of the President.

Mr. Goopwin. With respect to the problem you refer to about the
Tarm Credit Administration, I have tried to discover what the nature
of the problem is and haven’t been successful so far. So T would appre-
ciate somebody from the Farm Credit Administration educating us
as to just what their problem. is.

Mr. Biveman. The FCA sent a letter regarding this legislation.
We can supply that letter to you, and if that leaves us both in
the dark, we will try to have an FCA representative contact the
committee.

Mr. Goopwin. Thank you.

[ The letter follows:]

FarM CREDIT ADMINISTRATION,
Washington, D.C., June 19, 1974,
Hon, Cirer ITOLIFIELD,
Chairman, Commitlee on Government Operations, House of Rcepresentatives,
Washington, D.C. ’

DearR CHATRMAN HoLirierp : This is in response to the request of the Commit-
teo on Government Operations for the comments of this agency on HL.R. 9001, a
bill “To revise and restate certain functions and dutics of the Comptroller
General of the United States, and for other purposes.”

Except for the provisions of section 1101(¢), we defer to the views of other
executive agencies on which the bill has speeific impact, .

Section 1101(e) would amend section 202 of the Government Corporation
Control Act by adding thereto a sentence which, effective January 1, 1973, would
require each mixed-ownership Government corporation to be audited by the
General Accounting Office at least once in every three years. The first sentence
of section 202, however, now requires the finanéial transactiong of mixed-owner-
ship Government corporations to be audited by the General Accounting Office
only for any petiod during which Government capital has béen invested therein.

Mixed-ownership Government corporations are defined in section 201 of the
Act to include the Central Bank for Cooperatives and Regional Banks for Co-
operatives, Federdl T.and Banks, and Federal Intermediate Credit Banks., These
banks are under the supervision of the Farm Credit Administration which is
required ‘by law to examine and audit their transactions not less frequently
than once each year. The function of these banks is to make credit available to
farmers, ranchers, producers and harvesters of aquatic products, their cooper-
atives, and for certain rural housing purposes. The banks originally had govern-
ment seed capital invested in them. Howeve, the Government capital in all of
the banks has been repaid—for the Federal Land Banks by 1947, and for the
Banks for Cooperatives and Federal Intermediate Credit Banlks by the end of
1968. Since those dates the banks have not been subject to audit by the General
Accounting Office.

These Farm Credit institutions do not lend Government funds; the Federal
«Government does not insure or guarantec in any way the loans made by the
funds. Because of these facts, and since they are completely owned by their

35-646—74——38

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2



Approved For Release 2005/03/29 :11C0IA-RDP77M00144R001100060005-2

borrower-members and their financial books and records are audited yearly by
the Farm Credit Administration, the need for an additional audit by the General
Accounting Office for any period in which Government funds are not invested
in them is not apparent. For this reason, we do not favor inclusion of section
1101 (¢) in the bill.

The Office of Management and Budget advises that from the standpoint of the
administration’s program, there is no objection to the submission of this report.

Sincerely,
E. A. JAERNKE, Governor.

Chairman Iorrrmerp. Thank you, Mr. Bingham. I guess that is all
the questions that we have. ) o ]

The next witness is Mr. Frederick L. Williford of the National
Federation of Independent Business.

You may proceed, sir.

STATEMENT OF FREDERICK L. WILLIFORD, DIRECTOR OF GOV-
ERNMENT AFFAIRS, NATIONAL FEDERATION OF INDEPENDENT
BUSINESS; ACCOMPANIED BY JOHN MOTLEY, LEGISLATIVE

STAFT

Mr. Wirrrrorp. Mr. Chairman, distinguished members of the com-
mittee, I am Frederick L. Williford, Director of Government Affairs
for the National Federation of Independent Business. Accompanying
me today is John Motley of our legislative staff.

Mr. Chairman, in the light of your time constraints, I am going to
summarize my statement this morning. However, I respectfully re-
quest that the statement be printed in full in the record.

Chairman Horrrierp. The request is granted.

Mr. Wirrmrorp. Thank you. :

The National Federation of Independent Business is the largest
single member business organization in the United States. And, on
behalf of its more than 380,000 member firms, I wish to thank you for
this opportunity to testify on H.R. 12181—the Federal Paperwork
Burden Relief Act.

Most small businessmen complain that Government paperwork is
both time consuming and costly. And, according to recent studies, their
statements are accurate. The Federal Paperwork Burden, a 1973 re-
port of the Senate Small Business Committee’s Subcommittee on Gov-
ernment Regulation stated that the Office of Management and Budget
estimated that the Federal Government requires about 130.5 million
man-hours of work per year from those who fill out and file its forms.
OMB admits that this is a very conservative fipure, which is con-
tinually increasing.

The reporting burden for small business alone, between the end of
1966 and the end of 1971, inereased by over 10 millirn man-hours. This
“Federal Forms Pollution,” as Senator Thomas McIntyre aptly de-
seribed this appalling phenomenon, costs the small husiness community
over $18 billion per year. He estimates that it fills out over 10 billion
forms annually.

The familiar adage in business that time is money can be applied
even more aptly to small business. Most small businessmen are deeply
involved in the day-to-day operation of their firms. Their time is a
valuable commodity, and the researching of the accounting and
statistical records needed to fill out Government forms is nonproductive
work. This time must ;e taken from normal income-producing ac-
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tivities and can have a critical impact upon a small, struggling enter-
prise.

Some time ago NFIB tried to gage the degree of involvement of
its members in this time-consuming activity of paperwork, filling out
forms. It was startled to discover that in almost a quarter of the firms
examined (24 percent), the owner completed the required Federal
forms. Only 6 percent of the small businesses surveyed contracted this
work out to accountants, while in the remaining 70 percent both the
owner and his staff were involved. In other words, in 94 percent of
the firms examined, both the owner and his staff were engaged in con-
siderable nonproductive work.

As previously noted, nonproductive work can have a critical impact
upon a struggling small business. It is extremely difficult for small
firms to absorb these nonessential costs. They simply do not have
the resources to support nonproductive employecs. Nor do they have
a labor force large enough to spread out the per unit cost of this paper-
work. This places them at an immediate competitive disadvantage.
Big business does have the sales volume to distribute these costs, plus
the resources to seck out and employ the experts capable of cutting or
offsetting them entirely.

Congress has long recognized the adverse impact of Federal paper-
work requirements upon small, independent business. In 1942 it passed
the Federal Reports Act, which declared it—

The policy of the Congress that information which may be needed by various
Federal agencics should be obtained with a minimum burden upon business enter-
prises (especially small business enterprises) and other persons required to
furnish such information.

Despite this congressional interest and the vigilance of the Select
Committee on Small Business, “Tederal Forms Pollution” continues
unchecked. In fact, Federal forms are proliferating faster today than
ever before.

The total paperwork burden of a typical small business has more
than doubled over the past 10 yoars. A small firm with about 50 em-
ployees is required to complete and file between 75 and 80 forms a year.
During a recent 8-year period, from 1963 to 1968, approximately 1,200
new Federal forms were approved by OMB. This is compounded daily
by States and municipalities striving to comply with recent Federal
enactments like environmental protection and OSHA.

A pressing and somewhat frightening example of this proliferation
was recently provided to Congressman Tom Railsback of Illinois by
one of his small business constituents—the Moline Tool Co, Its presi-
dent supplied the Congressman with a list of the Government reports
and forms that it filled out between January 1 and April 30, 1972. The
list contained a total of 49 entries—28 Federal and 26 State forms. We
have appended this list to our statement as appendix A, Mr. Chair-
man. '

Tax forms are the largest single source of small business paperwork.
Tt is estimated that the Internal Revenue Service, which is not subject
to the Federal Reports Act of 1942, is responsible for about 35 percent
of all the Federal forms in use today. Over the past 4 years, the number
of tax forms listed in the TR’ Tax Guide for Small Business has
more than doubled. The cost of filing these returns also has increased
rapidly, from $100, 10 years ago, to $500 today.
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As this burden continues to grow, it becomes more and more difficult
to start and build a profitable small business. Today, only 3 of every
10 new businesses survive past their first 5 years in operation. Con-
gress has long realized that a secure and prosperous small business
community is a vital element in a healthy national economy, so posi-
tive action must be taken before Federal forms pollution inflicts irrep-
:éra.ble damage upon the future cconomic well-being of the United

tates.

The National Federation of Independent Business and its 380,000-
member firms wholeheartedly endorse the intent of H.R. 12181, Its
basic thrust, which includes in-depth investigation and remedial
legislation, 1s unquestionably sound, and deserves your sincere
eonsideration.

It is NFIDB’s understanding that the Government Accounting Office
opposes cnactment of H.R. 12181. GAQ feels that its responsibilities
under this bill would be unduly burdensome and seriously impair its
ability to fulfill its present statutory obligation to Congress. This
certainly is a legitimate concern, and it should weigh heavily in the
committee’s deliberations, but the burden of federally generated paper-
work grows heavier every day and a way must be found to lighten it
before small business is buried under a mountain of forms and
redtape.

The federation agrees with GAQ that the task outlined in this bill
is mammoth. If this was ever in doubt, GAQ’s present investigation
of the paperwork gencrated by the Department of Labor confirmed
our worst fears. Dut, contrary to GAO’ position, the federation
views this as the most compelling reason for GAQO involvement. No
other governmental agency is capable of undertaking a task of this
magnitude successfully.

The Office of Management and Budget has failed miserably. In addi-
tion, its priorities in this area are questionable. During the past few
years it has spent a good deal of time and effort trying to block the
Federal Trade Commission’s line of business quéstionnaire, which is
meant solely for big business, while the proliferation of forms impact-
ing on smaller firms and individuals has gone almost unchecked.

While OMDB’s poor performance in checking this growth is of major
concern, the fact that this expansion can be attributed to a myriad of
diverse sources provides an even more cogent reason for GAO’ in-
volvement. At present, there are three major sources of Federal paper-
work, the line or executive agencies, like the Departments of Labor
and Commerce, the regulatory agencies, such as the FTC and the
SEC, and the Internal Revenue Service. Under the Federal Reports
Act of 1942, the first two groups were responsible to the Office of Man-
agement and Budget, but during the first session of this Congress
authority over the regulatory agencies, in a somewhat weakened or
limited form, was transferred to GAO by an amendment to the Alas-
kan Pipeline Act. The last and greatest source of Federal paperwork,
IRS, answers to no one. It is completely free to gather whatever in-
formation it feels is necessary, even if this data is available elsewhere
in the Federal Government. _

This fragmentation of responsibility makes it almost impossible
for any private organization or congressional committec to analyze
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and get to the heart of the problem. An overview is needed. And,
NFID believes that GAO is the only agency capable of providing
the expertise and coordination necessary to develop a viable solution.

Another important reason for assigning this task to the Govern-
ment Accounting Office is its role as congressional watchdog. Frankly,
because of past experience in this area, the federation places a great
deal more faith in Congress than in any single administration. We be-
lieve that congressional oversight, carried out by GAO, would be the
best insurance against the continued growth of unnecessary bureau-
cratic paperwork.

Congressman Yatron has provided the Touse with a much-needed
vehicle for reestablishing its position of leadership on this issue. And
while the language of ILR. 12181 may be somewhat rigid for enact-
ment, its intent is clear and supported by well over 162 of your col-
leagues.

There arc many friends of small business on this distinguished com-
mittee making it an appropriate spokesman for the House on this issue.
Yet, we realize that the committee is extremely busy and that an in-
vestigation of this magnitude may not casily fit 1nto its schedule.
Therefore, in order to maintain the momentum gained today, NFIB
endorses Congressman Yatron’s suggestion that you, Mr. Chairman,
appoint a special select subcommittee to carry forward this much-
needed investigation.

The small business community is realistic and does not expect this
to be accomplished overnight. But today is only the long-awaited first
step. Tt must be followed by a sincere commitment to find and imple-
ment a workable solution to stop the proliferation of governmental
paperwork.

Under the Federal Reports Act of 1942, the Office of Management
and Budget is charged with the responsibility for monitoring Fed-
eral paperwork to eliminate unnecessary. duplication and to simplify
required forms. According to Senator Mclntyre, the 1942 law “con-
tained the potential for holding in check the tendency of the executive
bureaucracy to demand even more data from small business.”

y _I*l‘rgm the small busincss viewpoint, this well-intentioned law has
ailed.

Judging solely from the facts presented previously, the National
Federation of Independent Ddusiness concurs with the conclusions
reached by Senator McIntyre’s Subcommittee on Government Regula-
tion, which found that “the Office of Management and Budget is not
adequately administering the Federal Reports Act of 1942,” and that
“OMB also has shown a consistent lack of initiative in rigorously pur-
suing the directives of the act.

The subcommittee also noted that the 1942 law had been “ineffective
in controlling the proliferation of Federal paperwork due to lack of
authority over IRS and the ineffective administration of the act by
OMB.” The subcommittee concluded further that “if the paperwork
burden is to be brought under econtrol, Congress must look clsewhere
than to OMB for any real and effective improvement.”

Based upon these findings, the subcommittee recommended the enact-
ment. of legislation to bring the IRS under the jurisdiction of the Fed-
cral Reports Act and to transfer authority for administration of the
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law from OMB to the Comptroller General. Thesa recommendations
are cmbodied in Congressman Yatron’s bill which Las been referred to
this committee.

When Congress passed the Jackson amendment to the Alaskan pipe-
line bill during the last session, it recognized OMB’s inadequate per-
formance in this area and acted to correct it by transferring limited
oversight authority over the Federal regulatory agencies to the GAQ.
Fnactment of TL.R. 14151, a bill similar to H.R. 12181, would bring
IRS under the jurisdiction of the 1942 act and transfer administra-
tion of it to the Comptroller General, and would be the next logical
step. We urge the committee to take it.

OMB has had 32 years to make the Federal Reports Act work and
has failed to do so. NFIB feels that it is time to let someone else carry
tha ball before it is too late for small business.

The National Federation of Independent Business considers it a
privilege to have had this opportunity to testify before this distin-
guished committee. We hope our testimony is useful to you in your
deliberations, and we stand ready to be of assistance at any time in
our mutual efforts in behalf of small and independent business.

[Mr. Williford’s prepared statement follows :]

PREPARED STATEMENT OF FREDERICK 1. WILLIFORD, DIRECTOR OF GOVERNMENT
AFFAIRS, NATIONAL FEDERATION oF INDEPENDENT BUSINESS

Mr. Chairman, distinguished members of the committer, I am Frederick I..
Williford, Director of Government Affairs for the National Federation of Inde-
pendent Business. Accompanying me today is John Motley of our lezislative
staff.

The National Federation of Independent Business is the largest single mem-
ber husiness organization in the United States. And, on behalf of its more than
380,000 member firms, I wish to thank you for this opportunity to testify on
H.R. 12181—The Federal Paperwork Burden Relief Act.

Over 96 percent of all the firms in the United States are small businesses.
They account for more than 40 percent of our Gross National Product and
employ over 50 percent of our work force-—inore than 87 million Americans.
In faet, small business provides almost half of our population with the essen-
tials of life. It is a very sizeable and important sector of our cconomy.

NFIB’s member firms represent a true and accurate cross-section of the
American small business community. The majority of themn are proprietorships
and partnerships. More than 85 percent of these firms employ less than twenty
people and over 55 percent have gross sales under $200,000 per year,

This diverse and representfative membership and our unique practice of regu-
larly polling it on important legislative issues means that the TFederation
acrurately portrays the beliefs and attitudes of the vast majority of the small,
independent businessmen of America,

GOVERNMENT PAPERWORK : IT8 IMPACT ON SMALI BUSINESS

Earlier this year in a speech before the Senate, Senator Alan Bible of Nevada,
the Chairman of the Seleet Committec on Small Business. stated quite bluntly
that, “the cold, hard fact is that the Federal Government is burying the small
businessman under an avalanche of paper.” Unfortunately, a sampling of the
attitudes of Federation members shows that the Senator’s assessment is accu-
rate.

The burdensome and suffocating impact of bureaucratic red tape and paper-
work is one of the most constant and common complaints voiced by NFIB’s
member firms. Government inspired paperwork, whether it be for data collection,
legislative enforcement or other purposes, seems to openly undermine the very
nature of small business and threaten the future of the free enterprise system.
It tends to contradict and negate the aggressive and independent spirit that has
produced the greatest economy the world has ever known.
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Most small businessmen complain that Covernment paperwork is both time-
consuming and costly. And, according to recent studies, their statements are
accurate. The Federal Paperwork Burden, a 1973 Report of the Small Business
Committee’s Subcommittee on Government Regulation stated that the Office of
Management and Budget estimated that the TFederal Government requires about
130.5 million man-hours of work per year from those who fill out and file ity
forms. OMB admits that this is a very conservative figure, which ig continually
increasing.

The reporting burden for small business alone, between the end of 1966, and
the end of 1971, increased by over 10 million man hours. This “Federal Forms
Pollution,” as Senator Thomas McIntyre aptly described this appalling phe-
nomenon, costs the small business community over $18 billion per year. Ie
estimates that it fills out over 10 billion forms annually.

The familiar adage that time is money in business can be applied even more
aptly to small business, Most small businessmen are deeply involved in the day
to day operation of their firms. Their time is a valuable commodity and the
regearching of the accounting and statistical records needed to fill out Govern-
ment forms is non-productive work, This time must be taken from normal in-
come-producing activities and can have a critical impact upon a small, strug-
gling enterprise.

Some time ago NFIB tried to gauge the degree of involvement of ity members
in this time-consuming activity. It was startied to discover that in almost a
quarter of the firms examined (249), the owner completed the required Federal
forms. Only 6 percent of the small businesses surveyed contracted thiss work out
to accountants, while in the reroaining 70 percent both the owner and his staff
were involved. In other words, in 94 pereent of the firms examined, both the
owner and his staff were engaged in considerable non-productive work.

Ag previously noted, non-productive work can have a critical impaect upon a
struggling small business. It is extremely difficult for small firmg to absorb
these non-essential costs, They simply do not have the resources to support non-
productive employees. Nor do they have a labor force large enough to spread
out the per unit cost of this paperwork. This places them at an immediate
competitive disadvantage. Big business <does have the gales volume to distribute
these costs, plus the resources to seck out and employ the experts capable of
cutting or offsetting them entirely.

Congress has long recognized the adverse impact of Federal paperwork require-
ments upon small, independent business, In 1942 it passed the Federal Reports
Act, which declared it “the policy of the Congress that information which may
be needed by various Federal agencies should be obtained with a minimum
burden upon business enterprises (especially small business enterprises) and
otlier persons required to furnish such information.”

Tn a recent speech before his colleagues Scnator MecIntyre detailed his opinion
of how the Reports Act was intended to redress this competitive disadvantage.
He said that:

Tt recognized the disparity of resources between small businesses and large
firms which have staffs of accountants and lawyers to understand and fill ont ex-
tensive paperwork forms. It sought to protect small business from the competitive
disadvantages of having to spend precious resources just to comply with Federal
paperwork demands.

Tn addition to this early interest, several Committees in both Houses of Con-
gress have studied the inordinate burden Federal paperwork places upon small
business. Chief among these is the Senate Select Committee on Small Business,
which has conducted a very valuable and comprehensive study of the problem.
Tts 1968 and 1973 Reports are just the first fruits of its continuing probe, but
_they provide the foundation upon which others can build.

Despite this Congressionnl interest and the vigilance of the Select Commit-
tee, “Federal Forms Pollution” continues unchecked. In fact, Federal forms are
proliferating faster today than ever before.

The total paperwork burden of a typical small business has more than doubled
over the past ten years. A small firm with about fifty employees is required to
complete and file between 75 and 80 forms a year. During a recent three year
period. from 1965 to 1968, approximately 1,200 new Federal forms were approved
by OMB. This is compounded daily by states and municipalities striving to com-
ply with recent Federal enactments like environmental protection and OSHA.

A depressing and somewhat frightening example of this proliferation was
recently provided to Congressman Tom Railsback of Illinois by one of his small
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business constituents—the Moline Tool Company. Its President supplied the
Congressmen with a list of the Government reports and foerms that it filled out
between January 1st and April 30th, 1972. The list contained a total of 49 entries—
23 Federal and 26 State forms. (See Appendix A.)

Tax forms are the largest single source of small business paperwork. It is esti-
mated that the Internal Revenue Service, which is not subject to the Federal
Reports Act of 1942, is responsible for about 35 percent of all the Federal forms
in use today. Over the past four years, the number of tax forms listed in the
IRN's Tax Guide for Small Business has more than doubled. The cost of filing
these returns has also increased rapidly, from-$100 ten years ago to $500 today.

Again, it is the Moline Tool Company that provides us with a frightening
example of this phenomenon. The company’s long-time accountant and bookkeeper
retired in 1970, but before he left he made a study of the increase in tax reporting
requirements that had occurred during his years with Moline. He discovered that
this burden had increased 1060 percent between 1933, when only eight forms were
required, and 1970, when the company had to file 85 tax reports a year.

The overwhelming burden placed on small firms by tax forms was verified
early last year by Mr. Vosen, a Certified I'ublic Accountant and a constituent
of Congressman Charles A. Vanik of Ohio. In a letter to Representative Vanik
he listed 21 of the most common Federal, state and local Tax forms that he had
to file for his small business clients before April 30, 1973. (See Appendix B.)

As this burden continues to grow, it becomes more and more difficult to start
and build a profitable small business. Today, only three of every ten new busi-
nesses survive past their first five years in operation. Congress has long realized
that a secure and prosperous small business community is a vital element in a
healthy national economy, so positive action must be taken before “Federal
Forms Pollution” inflicts irreparable damage upon the future economic well-
being of the United States.

H.R. 12181

Outside of the work done by Sen. MclIntyre’s Subcommittee, Congress has
paid very little attention to the paperwork problem over the last decade. This
is especially true of the House. It has almost been relegated to the status of a
non-issue by the many pressing questions that have arisen in recent years.

Yet, red tape and paperwork pervade the lives of every American. Its pro-
liferation frustrates and angers the ordinary citizen and discourages the small
businessman. In fact, the attitude of the latter verges on outright despair.

This is the reason why the Federation was so tremendously pleased when
Congressman Yatron showed an interest in leading the fight against this un-
satiable monster. His bill, H.R. 12181, The Yederal Paperwork Burden Relief
Act, which has attracted 162 co-sponsors, has re-awakened the historie interest
of the House in this issue. And, if the small businessman receives any of his
long sought relief in this area, he owes a deep debt of gratitude to Gus Yatron.

The National Federation of Independent Business and its 380,000 member
firms wholeheartedly endorse the intent of ILR. 12181, Ifs basic thrust, which
Includes in depth investigation and remedial legislation, is unquestionably
sound, and deserves your sincere consideration.

It is NFIB’s understanding that the Government Accounting Office opposes
enactment of H.R. 12181. GAO feels that its responsibilities under this bill
would be unduly burdensome and seriously impair its ability to fulfill its present
statutory obligation to Congress. This certainly is a_legitimate concern and it
should weigh heavily in the Committee’s deliberations, but the burden of Fed-
erally generated paperwork grows heavier every day and a way must be found
to lighten it before small business is buried under a mountain of forms and red
tape.

The Federation agrees with GAO that the task outflined in this bill is mammoth.
If this was ever in doubt, GAO’s present investigation of the paperwork generated
by the Department of Labor confirmed our worse fears. But. contrary to GAO’s
position, the Federation views this as the most compelling reason for its
involvement. No other governmental agency is capable of undertaking a task of
thizs magnitude successfully.

The Office of Management and Budget has failed miserably. In addition. its
priorities in this area are questionable. During the past few vears it has spent a
good deal of time and effort trying to block the Federal Trade Commission’s
Line of Business questionnaire, which is meant solely for big business, while
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the proliferation of forms impacting on smaller firms and individuals has gone
almost unchecked.

While OMB’s poor performance in checking this growth is of major concern,
the fact that this expansion can be attributed to a myriad of diverse sources
provides an even more cogent reason for GAQ’s involvement.

At present, there arc three major sources of Federal paperwork, the line
or executive agencies, like the Departiments of Labor and Commerce, the regula-
tory agencies, such as the FTC and the SEC, and the Internal Revenue Service.
Under the Irederal Reports Act of 1942, the first two groups were responsible
to the Office of Management and Budget, but during the first Session of this
Congress authority over the reguiatory agencies, in a somewhat weakened or
limited form, was transferred to GAO by an Amendment to the Alaskan Pipe-
line Act. The last and greatest source of Federal paperwork, IRS, answers to
no one. It is completely free to gather whatever information it feels is necessary,
even if this data is available elsewhere in the Federal Government,

This fragmentation makes it almost impossible for any private organization
or Congressional Committee to analyze and get to the heart of the problem.
An overview is needed. And, NFIB believes that GAO is the only agency capable
of providing the expertise and coordination necessary to develop a viable solution.

Another important reason for assigning this task to the Government Account-
ing Office is its role as Congressional watchdog. Frankly, because of past ex-
perience in this area, the Federation places a great deal more faith in Congress
than in any Administration. We believe that Congressional oversight, carried
out by GAO, would be the best insurance-against the continued growth of un-
neeessary bureaucratic paperwork.

Congressman Yatron has provided the Flouse with a much needed vehicle
for re-cstablishing its position of leadership on this issue. And while the
language of ILR. 12181 may be too rigid for enactment, its intent is clear and
supported by well over 162 of your colleagues. Hopefully, most of them will
view this Hearing as only the first step toward bringing this problem under
control.

There are many friends of small business on thig distinguished Committee
making it an appropriate spokesman for the House on this issue, Yet, we realize
that the Committee is exiremely busy and that an investigation of this magnitude
may not casily fit into its schedule. Therefore, in order to maintain the
momentum gained today, NFIB endorses Congressman Yatron’s suggestion that
you, Mr. Chairman, appoint a special select subcommittee to carry forward
this much neccded investigation. Its primary function would be to direct and
coordinate the efforts of GAO in reducing the Federal paperwork burden.

The small business community is realistic and docs not expect this to be
accomplished over night. But today is only the long awaited first step. It must
be followed by a sincere committment to find and implement a workable solu-
tion to stop the proliferation of governmental paperwork,

H.R. 14151

Under the Federal Reports Act of 1942, the Office of Management and Budget
is charged with the responsibility for monitoring Federal paperwork to eliminate
unnecessary duplication and to simplify required forms. According to Senator
McIntyre, the 1942 law “contained the potential for holding in check the tendency
of the executive bureaucracy to demand even more data from small business,”

From the gmall business viewpoint, this well-intentioned law has failed
miserably.

Judging solely from the facts presented previously, the National Federation
of Independent Business concurs completely and wholeheartedly with the con-
clusions reached by Senator McIntyre’s Subcommittee on Government Regula-
tion, which found that “the Office of Management and Budget is not adequately
administering the Federal Reports Act of 1942,” and that “OMB has algo shown
a consistent lack of initiative in rigorously pursuing the directives” of the Act.
The Subcommittee also noted that the 1942 law had been “ineffective in con-
trolling the proliferation of Federal paperwork due to lack of authority over
IRS and the ineffective administration of the Act by OMB.” It concluded fur-
ther that “if the paperwork burden is to be brought under control, Congress must
look clsewhere than to OMDB for any real effective improvement.”

Based upon these findings, the Subcommittee recommended the enactment of
legislation to bring the Internal Revenue Service under the jurisdiction of the
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Federal Reports Act and to transfer authority for administration of the law
from OMB to the Comptroller General of the United States. These recommenda-
tions are embodied in Congressman Yatron’s bill—H.R. 14151—which has been
referred to this Committee.

When Congress passed the Jackson Amendment to the Alaskan Pipeline bill
during the last Session, it recognized OMB’s inadequate performance in this and
acted to correct it by transferring limited oversight authority over the Federal
regulatory agencies to the Government Accounting Office. H.R. 15151, would
bring IRS under the jurisdiction of the 1942 Act and transfer administration of
it to the Comptroller General, is the next logical step. We urge the Committee
to take it.

OMB has had 32 years to make the Federal Reports Act work and has failed.
NFIB feels that is is time to let someone else carry the ball before it is too late
for small business.

The National Federation of Independent Business considers it a privilege to
have had this opportunity to testify before this distinguished Committee. We
hope our testimony is useful to you in your deliberations and we stand ready to
be of assistance at any time in our mutual efforts in behaif of small and inde-

pendent business.

Mr. Chairman, should the Members of the Committee have any questions re-
garding my testimony, I shall be happy to try to answer them.

Thank you.

APPENDIX A

GOVERNMENT REPORTS AND ForMs FILED
1972, THROUGH

¥EDERAL. FORMS

Federal Unemployment Fourth Quarter
1971,

F.I.C.A. Wages Paid Fourth Quarter
1971.

‘Withholding Taxes 12-31-71.

Withholding Taxes 1-15-72.

‘Withholding Taxes 1-31-72.

‘Withholding Taxes 2-15-72.

Bureau of Commerce Annual Report
Form MA100.

0.S.H.A. Report.

W-2's for 1971.

1099’s for Dividend.
1096—Summary of 1099's.

Federal Income Tax Extension.

Federal Trade Commission Form MG-3
(P&L).

F.I.C.A. 3-15-72,

F.I.C.A. 3-31-72,

First Quarter F.I.C.A.

First Quarter Federal Unemployment.

MQ35-W Survey of Business on Hand
and Shipments.

MQ35—W Supplement.

F.I.C.A. 4-15-72.

F.I.C.A. 4-30-72.
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State Unemployment Fourth Quarter
1971,

State Unemployment Report Form DL
1219,

FORMS

State Income Taxes Withheld 1-15-72,
State W-3 Report of Wages.

State Income Taxes Withheld 2-15-72.
State Income Tax Hxtension.

Illinois Sales Tax Report 1-31-72.

Illinois Sales Tax Report 2-28-72.

Illinois Local Unemployment Office Re-
port—HExpected Employment.

Iflinois Form DI 1219—State Unem-
ployment.

State—Statement of Products BLS 790
Illinois Department of Lobor.

State of Illinois Annual Report.

INinois Local Unemployment Office Re-
port—Expected Employment.

State DL 1219 Job Openings and Labor
Turnover.

Illinois Unemployment Investigation.

State Income Taxes Withheld 3-15-T72.

State DL 1219,

State Annual Sales Tax Report.

State Annual Inecome Tax Pavment,?

Illinois First Quarter State Unemploy-
ment.

4/21 Tlinois Form 1219.

4/28 Illinois Sales Tax.

3/31 Illinois Sales 'Tax.

4/28 Illinois ISKS--8/1—Department of
T.ahor,

DT, 1219 for May.

4/15 State Income Taxes Withheld.
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APPENDIX B

Tax ForRMs FILED BY MR. VOSEN For His SMALL BuUSINESS CLIENTS

FEDERAL FORMS

940 : Federal Uncemployment Tax Re-
turn, January 31st

941 : Employer’s Quarterly Federal Tax
Return, January 3lst

W-2: Wage and Tax Statement (one
for each employec), January 31st

W-3: Transmittal of Wage and Tax
Statements, January 3lst

1099 ; U.8. Information Return on Com-~
missions, Dividends, and Interests,
January 31st

10096: Transmittal Return for Form
1099, February 28th

1120, 11208 : Corporation Income Tax
Return, March 15th

1165 : Partnership Income Tax Return,
April 15th

1040: Individual Income Tax Refturn,
April 15th

COUNTY FORMS

Tangible and Intangible Personal Prop-
erty Tax Returns for Individuals;
Proprietorships, and Corporations,
April 30th

STATE FORMS

IT-941: State Return of Income Tax
Withheld, January 31st

IT-3: Reconciliation of Ohio Income
Tax Withheld and Transmittal of
Wage and Tax Statement, January
31st

UC02 : Employer’s Contribution Report
(State Unemployment Tax Report),
January 31st

DP21: State Workmen’s Compensation
Report, January 31st

FI~1120: Corporation Franchise Tax
Report, January 31st

IT-1040 : Ohio Individual Income Tax
Return, April 15th

038-939: Security Valuation and In-
vestor's List, March 31st

ST-10: Semi-Annual Sales Tax Return,
TFebruary 28th

CITY FORMS

Employer’s Quarterly Withheld Munici-
pal Tax Return, January 31st

Reconciliation of Municipal Income Tax
Withheld and Transmittal of Wage
and Tax Statement, January 31st

City Business’ Returns and City Indi-
vidual Income Tax Returns, April
30tk

Mr. Horron [presiding]. At the outset, on behalf of the subcom-

mittee, let me express my appreciation to you for your testimony. I
would like to say that T have had a great deal of contact with the
NFIDB since 1 have been in Congress. I was on the House Small Busi-
ness Committee for 6 years. I have a great deal of respect for your
organization, and I certainly applaud the purpose that you have here
before the committee. )

T think that no one has had more of a problem with paperwork
than small business. And if there is anything we can do to lessen the
burden, T hope we can do it. _

Were you here when I was talking to Mr. Yatron of Pennsylvania ?

Mr. Wintivorp, Yes; I was.

Mr. Horron. I indicated that I had some questions as to the lan-
guage of the bill. T made the suggestion that a statutory commission
could look at this problem rather than the GAO. Do you have any
thoughts about that ?

Mr. WriLLirorp. Yes, sir, we do. When we heard your comment,
John Motley and I discussed it briefly.

But first T would like to say that we were sorry to lose you from
the Small Business Committce. We have appreciated your support
and your counsel given the small business community over the years.
And we were mighty sorry to see you leave.

Mr. Horrox. Thank you.
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Mr. Wmrirorp. Regarding the commission, we feel that this would
be a reasonable approach. We are not locked into any specific ap-
proach to the solution of this problem. We welcome any suggestions
and we welcome your suggestion that a commission be established.
As you indicated, one had been established several years ago, I be--
lieve you said, by Truman. We would support such a study by such
a commission. We feel that the results of the study of such a com-
mission or any similar group would be very beneficial to the small
business community, for the primary reason that it is going to focus
upon the burgeoning problem that the small business community is
facing in this area.

Mr. Horron. My suggestion stems from the experience we had
with the Procurement Commission. There, of course, we were con-
cerned about the problems of procurement policy. The commission,
which was a statutory commission, was able to take a hard look at the
policy questions. In many instances, this paperwork burden deals
with policy. The commission concept, I think, would put us in a bet-
ter position to make policy recommendations than would a GAO
report.

Mr. Wrirrorp. As I say, we have had very little time to consider it.
Your suggestion this morning was the first time that we had thought
about it, quite frankly. But we can see at the moment no objection
whatever to going that route. In fact, as you say, it may be the best
route to follow.

Mr. Horron. Mr. Roback, our staff director, has questions.

Mr. Ropack. Mr. Williford, you mention in your statement the
proliferation of tax forms. Do you know of any tax forms that are
put out that are not required by the law?

Mr. Wirrrrorp. I would have to gather information on that from
other members of my staff. I would be happy to furnish you with their
comments relative to this subject. We have at the present time our
treasurer, who is a CPA, or our secretary of the federation, who also
is a certified public accountant, working with the TRS on the forms
question. But that is only one facet of the problem. The problem also
is that much of the information that is requested by IRS is available
elsewhere in other Federal forms. And by virtue of that fact, what
we are seeking is simplification of form filling out by the businessman.
1f he provides the information in one form, we can’see no reason why
he should provide it in subsequent forms from other agencies.

Mr. Ropack. I was just wondering whether the complaint about the
proliferation of tax forms is not in fact a complaint about the kind
of tax system we have.

Mr. Wirrirorn. Perhaps that could be one explanation, yes.

Mr. Rosack. You refer to the importance of congressional oversight.
Now, we have in addition to the tax-writing committees in each House
a Joint Committee on Internal Revenue Taxation that serves as an
oversight committee for the tax system and the Internal Revenue
Service and considers complaints. Have you addresscd that committee ?

Mr. WrLrirorp. Not on this specific subject. We are working with
them in tax matters.

Mr. Morrey. I believe that the Senate Small Business Committee
has referred complaints in this area to the Joint Committee on Internal
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Revenue Taxation. It is the Scnate Small Business Committee that
has set up a small business internal revenue task force that our people
are participating in. So they are working with them on simplification
in that area.

Mr. Ropack. You should understand, when you recommend addi-
tional congressional oversight, that you cannot expect from any com-
mittee of the Congress more leverage on the IRS than you would get
from the joint committee. That is a’ generalization, and you will find
it to be a fact.

Let me ask you this question. You refer in your testimony to the
Alaskan Pipeline Act, and the amendment to 1t which you associate
with the poor job that the OMB is doing. Now, it is my under-
standing—and correct me if you think it is wrong—that the reason
that a shift was made from the OMB to the GAQ in relation to
clearance or monitoring of forms from regulatory agencies is that the
OMB was not_getting enough information, rather than getting too
much information, from industry.

Mr. Wirnirorp. Yes; I think you are correct.

Mr. Ropack. You are turning the argument around, you are saying
that the OMB did not do its job in reducing paperwork and “you
want the GAO to get into the act. Yet, some people in the Congress
were prepared to believe that the GAO would be more aggressive in
extracting information from the oil companies.

Mr. Moreey. What we are saying is really that the OMB seems
more interested in stopping forms which impact upon big business
rather than stopping forms which impact upon the individual or
small businesses. The OMB is relying upon advisory councils which
have big business as a major portion of their membership, although
there is one small business association involved in it.

Mr. Rosack. Do you believe, and is it implicit in your testimony,
that there are practical potentials for eliminating reporting burdens
on small business and maintaining them for big business in the same
area?

Mr. Wirrtrorp. Are you asking whether or not they should be
treated cqually ?

Mr. Ropack, I am asking if you could devise administrative require-
ments in which big business will be required to supply information
and not small business in any one scctor of ipterest,

Mr. Wirnirorp. I do not know that we can succeed in a procedure
for that at the moment—in fact I know we can’t. But during the same
period that OMD has spent considerable time on one issue, the line
of business reporting, the proliferation of paperwork that small
business has had to cope with has been increasing, and we have scen
no action by OMD to try to remedy the small business problem from
all sources, not necessarily from FTC.

Mr. MorLey, GAO’s pilot study of the Labor Department has un-
covered a very unique or odd practice in OMB as far as the clearance
-of forms are concerned, especially where it concerns duplication. Tt
seems that OMDB relies upon the memory of the clearance officer. So if
the form is referred to two different clearance offices, he has no knowl-
edge of the duplicate request.

Mr. Ropack. You say the GAO study has disclosed it. I am not
aware that they have made public the results of any study.
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Mr. Mortey. GAO is in the process of conducting a pilot study of
the paperwork generated by the Department.

Mr. Roeack. You referred to one of their findings. I am not aware
that they produced any findings.

Mr. Morrey. The GAO has briefed the Senate Government Opera-
tions Committee, and 1 believe they also offered to brief the House
committee.

Mr. Bunirer, If T may interrupt, T can confirm that that is indeed
the case. They have clearing officers who work in-special areas, such as
on forms dealing with labor or agricultural issues.

M. Morrmy. Over the 32 years of the act, I am sure that they have
had several different people.

Mr. Bunrer. If you get a different clearing officer, you are in
trouble.

Mr. MorLey. That is exactly right. This is a case of extremely in-
competent management.

Mr. Goopwin. T have before me a cony of the Federal Register indi-
cating that the Cost of Living Council proposed a form for issuance
and published it for comment by the publie, including various
associations.

I am wondering whether this does not afford vou a vehicle for trying
to arrest this proliferation of paperwork? Why isn’ this the best
means of attacking this problem ?

Mr. Wirrirorp. It is a means of attacking the problem. We do take
advantage of that opportunity to protest those forms. The experience
hag shown that that is not the best way to attack the nroblem, because
the problem, in fact, has not been solved even theough that procedure
has been in operation for a number of years, in fact, probably going
back to the Federal Reports Act of 1942,

I believe that procedure was probably in effect then. And yet, in
spite of that opnortunity for small business, and business in general,
or anyone, for that matter, to comment on the forms, it has, in fact,
not solved the problem, which indicates that it is nat a totally effective
means of cutting down on paperwork or even limiting it.

Mr. MorLey. This would seem to me to apply to new programs, or
changes in programs. But I think a great deal of duplication and
nmmnecessary paperwork, which is already built into the system, is sim-
plv a matter of re-approving the form once it expires. While I am not
absolutely sure, T doubt very much whether that wonld be put in the
Federal Register for comments. This simply would be an extension of
the life of the same form. OMB approves a form for 4 years. At the
end of 4 years, if the agency is going to use the form again, they simply
request that it be renewed. And that is an entirely different process. So
vou have a built-in problem here, too. It wonld be a good way to attack
the problem of new paperwork, but the built-in problem is one which
cannot be solved this way.

Mr. Goopwin. Thank you.

Mr. McGinw. T just have a few questions. The bill before us would
require the Comptroller General to conduct a study of regulatory
agencies. The amendment to the Alaskan Pipeline Act, which you
mentioned several times, gives the Comptroller General the responsi-
bility for reviewing practices of independent regulatory agencies. I
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wonder if you could differentiate for us the regulatory programs which
the bill seeks to place within the purview of the GAQO study, and the
information-gathering practices of independent regulatory agencies.
Also, could you differentiate between the amount of paperwork re-
quired for regulatory programs as opposed to the amount of paper-
work required for information programs.

There are numerous statistics gathered by the Census Bureau, which
are of great use to business in making marketing decisions. These
statistics are not for regulatory functions. What proportion of your
workload comes from those ?

Mr. WiLnirorp. I am not at this point able to give you the propor-
tions. I can furnish that information to the committee, which will be
as of 1964, when the federation surveyed its membership regarding
the paperwork burden. I can provide that study to you, which does
oive an indication of the proportional load of the two types of paper-
work to which you referred. And I will so do.

The other part of the question, as to what Mr. Yatron referred when
he was talking about Federal regulatory programs, I believe that what
he meant was the Federal regulatory agencies. That is certainly what
we mean in our testimony here. We are not talking about programs

Mr. McGryn. In that case, it is already, as cnacted in Public Law
93-153, which says: “The Comptroller General shall review all exist-
ing information-gathering practices of independent regulatory agen-
cies as well as requests for additional information with a view toward
avoiding duplication of effort by independent regulatory agencics,
and minimizing compliance burden on business enterprises and other
persons.” Wouldn’t that make this bill surplus?

Mr. Morrry. I believe, in talking with Congressman Yatron, that
it is really a problem in scmantics. What he intended to do and what
really is the langnage of the proposed legislation are somewhat dif-
forent. It was his intent to have GAO study the paperwork problem
throughout the Federal Government, not simply in the regulatory
agencies, because as you say, that authority was given to GAO.

Mr. McGryw. I think that somewhat contradicts Mr. Williford’s
testimony, that you were concerned about the regulatory agencies.

Mr. Morrey. We are concerned about paperwork which is generated
throughout the Federal Government. We did not help Mr. Yatron
draft the legislation, but in talking with him, I think his intent was
the entire Federal Establishment rather than just the regulatory
agencies themselves, because the authority over the regulatory agencies
was given to GAQ during the last session of Congress.

Mr. Bunter. I gather that you would want to include IRS in it.

Mr. MotLey. A part of ILR. 14151 is to include IRS in that group-
ing. But if you are interested in trying to determine the amount
of paperwork generated by each agency and its impact on small busi-
ness, I am sure that the federation would be glad to work with the
committee in trying to determine that from our membership. We do
have 880,000 captive firms which you could work with to try and deter-
mine something of that nature.

Mr. Wrrairorn. We also have a unique ability to survey our mem-
bership through our computer operation. Because of the way our
membership is broken down, if you wanted to survey a particular

Approved For Release 2005/03/29 : CIA-RDP77M00144R001100060005-2



Approved For Release 2005/03/2924CIA-RDP77M00144R001100060005-2

segment of small business—drycleaners, florists, gas station opera-
tors—we are in a position to do so.

Mr. McGinn. Can you do that without sending a form?

Mr. Wiriarorp. We recognize that there is a price you have to pay
in order to solve the problem. So there is a front-end load to this,

ou see.
Y Mr. Horron. I think the federation has been very effective. You
have a very excellent system of keeping in touch with the small busi-
ness people. .

Mr. Wirrirorp. Thank you. We feel that our responsibility not only
to this committee but to the Congress is to provide as accurate and
reliable information as we possibly can on which you can base your
decisions regarding small business, We feel our No. 1 objective here
in Washington is to provide this accurate and reliable information.
And we gather this information, not by abstract theorizing, but by
actually going to our member and saying, what do you as an inde-
pendent businessman think about this particular issue?

So this is not theorizing at all; this is accurate information.

Mr. Morrry. If you wanted to make use of our membership in any
way, we could break it out district by district, county by county,
business type by business type, number of employees, or in whatever
way you want to do it.

Mr. Horron. Mr. Williford, we want to thank you for appearing
before the committee.

The hearing is adjourned, subject to the call of the Chair. The hear-
ing record will remain open.

[Whereupon, at 11:45 a.n., the subcommittee adjourned, to recon-
vene subject to the call of the Chair.]
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APPENDIX

OTHER STATEMENTS AND CORRESPONDENCE BevaTive To TiE HEARINGS

PREPARED STATEMENT OF HON, BILI, ALEXANDER, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF ARKANSAS

Mr. Chairman, I especially appreciate the opportunity to express my support.
for the conducting of a GAO study on the burden of reporting requirements of
federal regulatory programs on small independent business establishments,

Sinee coming to the Congress, a considerable amount of my time and effort
has been devoted to providing a better way of life and a healthy economy for
the people of the countryside. To accomplish this goal, it is necessary not only
to bring new business into the Nation’s smaller communities, but also to insure
that our existing small farms and businesses continue to flourish.

However, independent businesses are now facing a serlous threat to their
survival as large firms and chains expand into all regions of this country. It’s
hard to compete with businesscs who have their operations and administrations
centralized, thus cutting down on many costs,

{This bill, originally introduced by Mr. Yatron, and of which T am a co-sponsor,
draws attention to the situation and hopefully the final report will suggest a
way out of this mire of paperwork,

To a small businessman, time is money, Large firms have accountants, com-
puterized systems and literally specialists in filling out forms. Owners and cm-
ployees of small businesses must take time out from their productive earning
time to interpret and complete a mass of forms including the Eeonomic Census
and reports for the IRS, F'T'C, Social Security Administration and OSHA-—not
to mention the reports that are required by the states and localities. No wonder
we hear so many complaints about government red tape.

The books of small family businesses are primarily designed to show income
and outgo, salaries, earnings, ete. They are not designed to split out the com-
plicated statistics and data required by the Heonomic Census. We must find a
more realistic way of gathering this information, if it is indeed necessary.

We must relieve our small businessmen of this burden, and do so, promptly.

Tt would seem to me, in view of the Government Operations Committee’s
existing authority with regard to requiring reports from the General Accounting
Office and in view of our past good relationship and positive cxperiences with
the Comptroller General, the Committee should request that such a study as
gpelled out in FLR. 42 be undertaken immediately by GAO. By exercising this
prerogative rather than taking this bill to the ITouse floor, valuable time could
be saved.

Thank you again for allowing me to speak in favor of this proposal.

PREPARED STATEMENT OF HON. ALAN STEELMAN, A REPRESENTATIVE IN
CoNGRESS FROM THE STATE OF TEXAS

Mr. Chairman, distinguished members of the Committee, thank you for giving
me the opportunity to testify in behalf of a measure introduced by Mr. Yatron
and other Members of the House, a measure which, while dealing specifically
with “small business”, carries with it grave import for the future of business
enterprises of all sizes, from the giants of the Fortune Five-hundred to the so-
ealled “Ma and Pa” operations we all remember from our youth. The purpose
of the proposed legislation, the close examination of Federal regulatory pro-
gram reporting-requirements and their effects on smail business establishments,
is one with which I have the greatest sympathy.

(125)
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Small business was once of paramount importance to the American economy,
Long before the giant corporation gained pre-eminence in the field of business
enterprise, small firms filled the needs of the nation. Well into the Nineteenth
Century, America was a nation of small shops, modest factories and family
enterprises; it was only with the arrival of the second stage of the American
industrial revolution that large firms began to dominate trade, manufacturing
and transportation. The vast expansion of American industry during the War

jetween the States created a new class of industrialists men who had made their
fortunes from the principles of increasing returns to seale: the larger a firm’s
operation, the greater the economies of production, and, concomitantly, the
greater the profit. Corporations became larger at the expense of small business.

The small business did not disappear, however; even today, the number of
small enterprises and the amount they contribute to our economy are surprising.
In 1969, the Internal Revenue Service reported that there were in existence at
the time just over twelve million business enterprises in the United States—
that is, single proprietorships, active partnerships, and active corporations, Of
this number, fully ninety-seven percent reported receipts of less than five-
hundred thousand dollars. Of course, they were heavily outweighted by larger
firms in total receipts, but even so, they accounted for about twenty-one percent
of reported receipts.

These are facts; we are not dealing with a declining, cccentric segment of
the economy : America’s small business pull their own weight; they contribute
vitally to the nation’s cconomic well-being,

Over and above their economic value as measured in raw statistics, small
businesses in Amerlea contribute to the life of the communities they serve.
The small securities broker-dealer, advises his local custoiners and plang their
investment programs, with personal attention ; he also arranges financing for
other local businesses which might not be able to interest large backers. The
small, lecally run radio station provides a dimension of community service too
often neglected by larger operations. The “Ma and Pa” store provides the focal
point of a neighborhood’s activities, serving, more often than not as a part-
time community center. The American people today are troubled by feelings
of growing alienation and isolation; the small locally owned and operated busi-
ness combats societal fragmentation. The question is, Mr. Chairman, whether
this nation can afford the disappearance of such a valuable part of itself.

It is ironic that despite the United States Government’s sommitment to small
business, embodied in the Small Business Administration, it is the same would-
be savior that poses the biggest threat to the continued viability of small busi-
ness. The Government is literally drowning small businessmen in red tape and
bureauecratic paperwork,

The figures alone are staggering. In 1972, the volume of Federal documents
was estimated to take up four and a half million cubic feet of file space; the
cost to the taxpayers of its management and service was figured at eight billions
of dollars per year. The different types of forms had, by 1972, grown to 5,298
in number and elicited four hundred twenty-six million responses from the
American public, which put in one hundred thirty million man hours to comply
with them.,

Many of these forms fall on the private business sector, and in no other part
are they so heavy a burden as on the small businessman. The Internal Revenue
Serviee, the Social Security Administration, the Occupational Safety and Health
Administration, and many other agencies require a large volume of complex
paperwork from businesses of all size, and in almost every case, they fail to
provide sufficient differentiation that would free the small businessman from
that excessive and unnecessary paperwork that imperils his profitability.

Mr. Chairman, between 1969 and 1972, I served as executive director of the
President’s Advisory Council on Minority Business Enterprise. During my tenure
in that position, I was able to see at close hand the hardships often inadvertently
inflicted on small, struggling businesses by the heavy hand of Federal regula-
tion. A study of this burden and subsequent action to alleviate it are, in my
opinion, long overdue. I can honestly say, without exaggeration, that what we
have at stake bere is nothing less than the future of a vital, vigorous segment
of the American economy. I urge the swift consideration and passage of the
Federal Paperwork-Burden Relief Act,
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PREPARED STATEMENT OF IIoN. KIKA DE LA (JARZA, A REPRESENTATIVE IN
CoNGRESS FRoOM THE STATE oF TEXAS

Mr. Chairman, one reason for the paper shortage we have been hearing about
recently may well be the burden of paperwork placed on independent business-
men by the Federal Government. Daily, weekly, monthly, annually, they are re-
quired to file out a mountain of records, forrs, surveys and other documents in
order to conduct their business.

The small businessman is hit especially hard by these requirements. He
usually can’t afford to hire another person just to take care of the paperwork.
1le has to do it himself. One small businessmai, and there is no reason to
think him untypical, has reported that he must spend more than half his time
unproductively filling out forms that did not exist a few years ago.

Some of this paperwork is no doubt necessary. Much of it, I am sure, is not.
The small businessman, struggling for qurvival in this inflationary period,
sorely needs to be relieved of any part of the growning burden that serves no
egsential purpose.

Comprehensive information in this area is lacking. In an effort to learn
more, I introduced last February a bill, IT.R. 12905, directing the Comptroller
General of the United States to conduct a study of the burden of reporting re-
quirements of Federal regulatory programs on independent business establish-
ments,

The purpose of the proposed study is to determine the extent to which these
requirements may be revised to lighten the load on these small businesses. My
bill, which is similar to other legislation that has been introduced on this sub-
jeect, provides that the Comptroller General shall complete his study within
a year's time and report to Congress his recommendations for remedial adminis-
trative actions and legislative enactments.

1 believe such a reporf{ would prove beneficial, T hope your Committee will
approve legislation providing for it.

CONGRESS OF TIIE UNITED STATES,
JHoust OF REPRESENTATIVES,
Washington, D.C., June 11, 1974,
Hon. Curr I10LIFIELD,
Chairman, Government Operations Commitice,
Rayburn Building.

Drar CrEer: I am sorry I was out of town when you held hearings June 5 and 6
on TL.R. 12113, to revise the Comptroller General’s audit responsibilities.

1 understand that you do not plan to hold further hearings on this subject mat-
ter, As you know, I am the sponsor of T.R. 9285, providing for Comproller General
audits of the Federal Rescerve Board and the Federal Reserve banks, the Internal
Revenue Service, the Comptroller of the Currency, and the Office of Alien Prop-
erty, and I hope in your further consideration of H.R. 12113, you will give con-
sideration to HL.R. 9285.

When the legislation was on the House floor to require an audit of the Federal
Reserve (FLR. 10265), I submitted a gtatement for the Record on this legislation,
and commented on my own bill, HL.R. 9285. I included at the close of my remarks
a letter I had received from the Comptroller General in which he answered some
questions concerning his audit responsibilities as they pertained to my bill, H.R.
9285. T would like for the enclosed statement to beconme a part of your hearing
record.

Sincerely,
SAM M. GIBBONS,
U.8. Congressman.

[From the Congressional Reeord, May 30,1974]

Mr. GiseoNs. Mr. Chairman, for some time I have supported legislation to re-
quire the General Accounting Office to audit the Federal Rescrve, and have, in
fact, introduced legislation similar to that before us today. I thoroughly agree
with the Banking and Currency Committee in reporting this measure to the
House. I hope that it will be passed and signed into law. :
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Since the Federal Reserve Act was signed on December 23, 1913, there has been
no audit of the Federal Reserve System as a whole which was not controlled in
some manner by the System itself. Although the General Accounting Office was
established in 1921, it has never had the authority to audit the entire Reserve
System. Until 1933, the GAO did audit the Board of Governors but was not al-
lowed to audit the 12 Federal Reserve banks und their branches.

However, the Banking Act of 1933 removed the GAO’s authority to audit the
Board. The Board does maintain a staff of examiners who audit the 12 Federal
Reserve banks and branches and, since 1952, the Board has been audited annually
by independent certified public accounting firms, The internal auditing procedures
of the Federal Rescrve System have been cited in arguments against allowing the
General Accounting Office to audit the Iederal Reserve System and its banks
and branches.

However, there are many reasons, I believe, that call for sn audit by the Gen-
eral Accounting Office. The General Accounting Office was created to assist Con-
gress in providing legislative control over the receipt, disbursement, and applica-
tion of public funds. It does have the authority to audit the majority of Federal
agencies,

The magnitude of the Federal Reserve's operations demandd that it be audited.
The Comptroller General of the United States in a letter to me last year in re-
sponse to my question concerning the expenditures of the Fedcral Reserve, stated :

With respect to the other agencies not audited by GAO, the Federal Reserve
System is the most significant in terms of dollar expenditures, In calendar year
1972, the expenses of the Board of Governors were about $25.3 million, and the
expenses of all 12 Federal Reserve banks were nbout $407.2 million, making total
TFederal Reserve System expenses about $432.5 million.

The major role the Federal Reserve plays in our national economy calls for
an audit of its activities. The Federal Reserve enjoys a position of complete
independence from congressional or executive oversight of its activities, Thus,
this body which makes major decisions over the Nation’s ecanomy has very little
review,

1 believe that the Federal Reserve must be held accountable for its use of what
nre essentially taxpayers’ funds. Most of its ezrnings are deived from interest
on U.S. Government bonds, and the net earnines—the total carnings minus the
expenses of the Board and the Federal Reserve banks—are transferred to the
U.S. Treasury. When Mr, Staats, the Comptroller General, appeared before
the Banking and Currency Committee, he stated :

These [Iederal Reserve funds] are basically Federal monies that we are
ialking about here. . .. It is just as much Federal money as if i1 were appropriated
directly.

Several years ago the Banking and Currency Committee did a special study of
the Federal Reserve System and listed hundreds of expentes that would not
have been allowed by most governmental agencies, The report of the committee
which we are considering today touches on this study in greater detail,

Mr. Chairman, this legislation is the beginning step of other steps we must
take to require fiscal soundness in our Federal agencies—to require accounta-
bility of taxpayers’ funds. In addition to sponsoring legislaiion to require the
Federal Reserve to be audited, I have introduced legislation to require audits
of all of the unaudited domestic agencies of the government. T have been joined
by 40 Congressmen in the introduction of this important legislation.

In response to my request to him, the Comptroller General has furnished me
with a detailed letter concerning the unaudited agencies and his estimate of the
cost of anditing them. I would like his letter to be made a part of my remarks.

The letter from Mr. Staats, dated September 26, 1973, follows :

C'OMPTROLLER (IENERAL
or THE UNITED STATES,
Washington, D.C., September 26, 1973.

ITon. SAM M. GIBBONS,
1Iouse of Reprcsentatives

Dear Mr. GiBeons: Your letter of July 20, 1973, requested that we update
certain information dealing with agencies and entities not aundited by the Gen-
eral Accounting Office (GAQ), appearing in published hearings on September 27,
1971, before the Subcommittee on Domestic Finance, House Committee on
Banking and Currency. In another letter dated July 30, 1973, you requested infor-
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mation as to the reasons GAO does not audit certain Federal agencies and oux
estimate of the cost to audit these agencies.
The information you requested follows:

UPDATE OF INFORMATION APPEARING IN Two PARAGRAPHS ON PAGE 43 OF THE

ABROVE-CITED HEARINGS
L

GAO docs not audit the Central Intelligence Agency (CIA); and is not
authorized to audit the Comptroller of the Currency; the trust funds of the
Smithsonian Institution; the U.S. Soldiers’ and Airmen’s Home, Washington,
D.C.; and the alien property activities of the Department of Justice. With respect
to the CIA, GAO has no authority to audit that agency’s confidential, extraor-
dinary or emecrgency expenditures by virtue of section 8 of the Central Intelli-
gence Agency of 1949 as amended (50 TU.8.C. 403j (b) ). Following enactment of
this act and at the request of the CIA, GAO conducted on-site audits of vouchered
expenditures. However, in view of section 8 of the act and the lack of access for
any substantive review of agency policies, practices and procedures, an audit
of vouchered expenditures is not now being made.

Also, although GAO is authorized to audit the destruction of unfit currency
by the Federal Reserve System, it is not authorized to audit other Federal
Reserve System activities or accounts. Additionally, GAO has not been allowed
to andit some of the activities of several other agencies. For example, the
Internal Revenue Service (IRS) has refused to allow GAO to audit its admin-
istration of the tax laws unless GAO is specifically requested to do so by the
congressional Joint Committee on Internal Revenue Taxation. This refusal does
not extend to all IRS activities, and GAO has reviewed some IRS activities not
directly related to the administration of the tax laws.

There are several arveas not referred to on page 43 of the hearings in which
GAO audits are limited by law or have been restricted by the actions and legal
positions of Iederal agencies. GAO audits of the Exchange Stabilization Fund
are limited by law to administrative expenses ; and the Secretary of the Treasury
may prohibit GAO from auditing administrative expenses which he determines
to be of an internationally significant nature. GAO’s annual audits of the Irederal
Deposit Insurance Corporation have been limited because FDIC has not per-
mitted us unrestricted access to reports, files and other records related to the
panks which it insures. In 1972 an attempt by GAO to review the effectiveness of
the Internal Revenue Service in monitoring prices under Phase IT of the Eco-
nomic Stabilization Program was frustrated by IRS.

Although IRS did not formally deny GAO the right to review program records,
it proposed limitations which would have precluded GAQ from performing an
independent review, GAO was originally hampered in its efforts to review the
records of the Hmergency Loan Guarantee Board, established by Tub. L. 92-70.
While the Board subsequently made its records available, it did so only because
of the intervention of the Senate and House Committces on Banking and Cur-
rency. In making the records available, the xecutive Director of tlhie Board
stated that “we continue to believe that the GAO does not have the statutory
authority to review the Board’s internal records relating to its decisionmaking
process.,” The Board restated this position in its first Annual Report of July 31,
1972, Finally, GAO was unable to comply with a congressional request to review
the Treasury Department’s enforcement of the countervailing duty statute
(scetion 303 of the Tariff Act of 1930, 19 U.8.C. 1303) because the Treasury De-
partment refused to afford access to necessary records.

The Central Intelligency Agency does not make public the amount of its ex-
penditures. The expenditures of the Internal Revenue Service for fiscal year 1972
amounted to about $1.1 billion. With respect 1o the other agencies not audited by
GAO, the Federal Reserve System is the most significant in terms of dollar cx-
penditures, In calendar year 1972, the expenses of the Board of Governors was
about $25.3 million, and the expenses of all 12 Federal Reserve banks was about
$407.2 million, making total Federal Reserve System expenses about $452.5 million.
The expenses of the other agencies completely exempt from GAO audits are much
smalter. For instance, in fiscal year 1972, the Comptroller of the Currency had
expenses of about $38.9 million, and expenses of the U.S. Soldiers’ and Airmen’s
Home were about $11.6 million.

The activities of the Smithsonian Institution are financed by Government and
private funds, and the expenditure of Government funds is subject to GAO audit,
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buf the expenditure of funds originating from private sources is exempt from
GAO audits. In fiscal year 1972, the Smithsonian Institution received non-Federal
funds totaling about $4.8 million which represented about 7 percent of total funds
received of about $69.1 million.

REABONS GAO DOES NOT AUDIT CERTAIN AGENCIES

Federal Reserve System

The Board of Governors of the Federal Reserve System is authorized by law
(12 U.8.C. 243), to levy assessments against Federal Reserve bhanks to pay the
expenses of the Board. The Board is authorized by law (12 [1.8.C. 244), to deter-
mine and prescribe the manner in which its obligations shall be incurred and
its expenses allowed and paid. Further, it specifically is provided (12 U.8.C.
244), that funds derived from the assessments against Federal Reserve banks fo
defray the expenses of the Board shall not be construed to Le Government funds
or appropriated monies.

In view of the broad authority conferred upon the Board to determine and
Dreseribe the manner of incurring obligations and to pay its expenses, and the
fact that funds used to defray the expenses of the Board are not Government
funds or appropriated monies, together with the provision in 12 U.8.C. 484, that
no bank is subject to any visitorial powers other than awthorized by law, or
vested in the courts, or as shall be exercised or directed by the Congress or by
either House thereof or by any committee of the Congress or of either House, it is
our opinion that GAO would be unable to undertake an andit of the Federal
Reserve System without specific authority of the Congress.

The Congress has given GAO the authority to audit one activity of the Federal
Reserve System. Public Taw 89427, dated May 20, 1966, requires GAO to audit
the cancellation and destruction of unfit currency. The Federal Reserve banks
and branches perform this function and GAO periodically audits this operation at
selected banks and branches.

INTERNAL REVENUE SERVICE (IRS)

There are no restrictions on the authority of GAO to audit the administrative
expenditures of this agency. Iowever, the nature and full effectiveness of our
audit of tax collection matters is dependent upon access to tax returns and
related information with respect to which restrictions do exist.

The TRS has generally taken the position that eur Office does not have the legal
authority to audit TRS's administration of tax laws except when specifically re-
quested to do so by the Congressional Joint Committee on Internal Revennue Taxa-
tion. IRS has maintained the position that this committee has exclusive juris-
diction over the administration of tax laws by the IRS.

We do not agree. IRS programs are the concern of several committees of Con-
gress. For example, the banking and curreney committees have an interest in
the effectiveness of TRS’s role in the administration of economie stabilization
controls. Other committees, such as the Appropriations Committees and the
Government Operations Committees, have an interest in the economy and effi-
ciency with which the administrative onerations of the IRS—with costs wall
over a billion dollars—are carried out. Still other committees are interested in tax
aspects of campaign eontributions, In discussions of the subject with the Comp-
troller General, the Chairman and Viee Chairman of the .Joint Committee on
Internal Revenue Taxation have never stated that they had ¢nch exclusive juris-
diction. Since we have a responsibilify to the Congress as n whole. our abilitv
to fnlfill this responsibility has been and continues to be hampered because of
IRS’s position on this matter.

TRS has additionally taken the position that ne matter involving the adminis-
tration of the internal revenue laws can be officially before GAO and therefore
we have no audit responsibility. The Commissioner of IRE, in a letter to the
Comptroller General dated June 6. 1968, stated :

“* * * T must note that the (Chief Counsel, TRS) opinion liolds that the
Commissioner of Internal Revenue is barred by Sections 6406 and 8022 of the
Tnternal Revenue Code from allowing any ef vour representafives to review any
documents that perfain to the administration of the Internal Revenue Laws,
Thus, federal tax returns and related reenrds can be made available to yon only
where the matter officially before GAO does not involve administration of those
laws.”
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Under the provisions of 26 U.8.C. 6103, tax returns are open to ingpection only
on order of the President and under rules and regulations prescribed by the Sec-
retary of the Treasury or his delegate and approved by the President. Regu-
lations appearing in 26 CFR 301.6103 (2)-100-107 grant several Government agen-
cies specific right of access to certain tax returns. Qur Office is not included
among those agencies. The regulation applicable to our Office, 26 CFR 301.6103
(a)-1(b) (£), provides that the ingpection of a return in connection with
some matter officially before the head of an establishment of the Federal Gov-
ernment may be permitted at the discretion of the Secretary or Commissioner
upon written application of the head of the establishment.

IRS has permitted Federal agencies, States, individuals, contractors, and
others to have access to tax returng and records. GAO has been given access
to individual tax returus only when the return is needed in connection with an
audit of a non-TRS program or when we have made reviews of an IRS program
at the request of the Joint Committee on Internal Revenue Taxation. Other-
wise we have been denied records requested for reviews of IRS operations. We
feol that a GAO evaluation of IRS’s administration of the tax laws is a matter
officially before us and that therefore the Secretary has legal authority to
provide us access,

_ ATIEN PROPERTY ACTIVITIES OF TIIE DEPARTMENT OF JUSTICE

Because the alien property activities performed by the Department of Justice
are carried on ‘with nonappropriated funds, it is our position that GAO does not
have the authority to audit these activities.

COMPTROLLER OF THE CURRENCY

The expenses of the Office of the Comptroller of the Currency are paid from
assessments levied against national banks, With respect to funds derived from
such assessments, the law (12 U.8.C. 481), specifically provides that such funds
shall not be construed to be Government funds or appropriated monies. For the
same reasons set forth under the Federal Reserve System, it ig our position that
our Office lacks authority to audit this agency.

CORT OF AUDIT

Your letter of July 80, 1973, requested our cstimate of the cost to audit the
Federal Reserve System ; the Internal Revenue Service; the Office of Alien Prop-
erty ; and the Comptroller of the Currency. To arrive at an estimate of our costs,
we had to malke certain assumptions concerning the legislation that would be en-
acted authorizing GAO to make such audits.

The audits performed by our Office generally relate to either the programs,
activities, and financial operations of the four entities (including the adminis-
tration of the tax laws by IRS) under such rules and regulations as he may
prescribe. Further, we presumed that reports of such andits would be made by
the Comptroller General as he decemed them necessary. N

FEDERAL RESERVE SYSTEM

The financial statements of the Board of Governors are audited annually by an
independent firm of certified public accountants and an annual examination of the
financial condition of each Federal Reserve bank and Dbranch bank is made by
pank examiners who are employecs of and who report to the Board of Governors.
Also, an independent firm of certified public necountants observes the examina-
tion by the bank examiners at selected Federal Reserve banks and branch banks
each year and renders a report to the Board of Governors concerning the adequacy
of the ecxaminations.

If our Office were to audit the financial statements of the Board of Governors
and the Federal Reserve banks and branch banks, in determining the extent and
scope of our audit work, we would take into consideration the audit work per-
formed by the certified public accounting firm and the bank examiners. It is
difficult to estimate with precision the cost of such audits by our Office because,
until we have had an opportunity to observe and review the audit work performed
by the independent accounting firm and the bank examiners, we cannot be cer-
tain to what extent we would limit the scope of our audit work. ITowever,
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assuming that we find that the work of the certified public accounting firm and
the bank examiners ig thorough and comprehensive, we estimate that the addi-
tional work required by our Office to express an opinion on the financial state-
ments of the Board of Governors and the Federal Reseirve banks and branch
banks would cost about $125,000 after the first year.

Concerning the audit of programs and activities of the Federal Reserve System,
it is difficult to estimate the cost of such audits because we cannot predict certain
variables which determine how much of our manpower resources would be de-
voted to audits of the activities of the System. For example, the amount of audit
effort which we devote to audits of any particular agency is dependent upon such
factors as congressional interest in the agency’s activities,

INTERNAL REVENUE SERVICE

This is a major ageney which collects over $200 billion a year in taxes and
spends more than $1 billion a year and there is a substantial continuing congres-
sional interest in its activities. On the basis of the work wo have been requested
to do for the Joint Committee on Internal Hevenue Taxation, we estimate that
it would cost about $1 million a year to audit the administration of the tax laws
and other programs and activities of IRS.

ALIEN PROPERTY ACTIVITIES OF THE DEPARTMENT OF JUSTICE

This is a relatively minor activity. We estimate that in the absence of some
strong congressional interest in this activity, we would spend very little time
on this audit and that our costs would be negligible.

COMPTROLLER OF TIIE CURRENCY

The Comptroller of the Currency is responsible for the execution of the laws
relating to 4,600 national and District of Columbia banks. Ag noted previously,
we have assumed that the legislation enacted would authorize GAQ to audit the
programs, activities, and financial operations of the Office of the Comptroller of
the Currency without a requirement that an andit be performed with any specific
frequency. The financial statements of the Office of the Comptroller of the Cur-
rency are audited annually by a firm of independent certified public accountants.
In determining the extent and scope of any audit we might make of the financial
operations of this activity, we would consider the work performed by the inde-
pendent certified public accounting firm. In view of the annual audits that are
being conducted, and assuming that they have been and are thorough and
comprehensive, we do not envision a significant expenditure of our resources
in this particular area. Therefore, we estimate that the cost of any financial
audit we might make of this activity would probably be no more than $135,000.

The extent to which we would allocate staff to reviews of programs and activi-
ties such as the granting of charters and examinations of national banks would
depend on several factors but principally the congressional interest in these
activities. Because of this tincertainty we are unable to predict how much of our
manpower would be devoted to such activities.

Sincerely yours,
F1LMER B. STAATS,
Comptroller General of the United States.

Dear CoLLEAGUE: Commencing on May 29, 1974, the House will take up H.R.
10265, a bill which provides for GAO audits of the Federn! Reserve, This is a
proposal whose time has come, Nearly all important areas of government opera-
tions are audited by GAO. The operations of the Infernal Revenne Service, the
Comptroller of the Currency, the Office of Alien Property, and the Federal
Reserve are not. There is no reason, in 1974, to keep these cperations of govern-
ment “off limits” to the auditor of the Congress of the United States. 1t defies
understanding how, in 1974, secrecy and unaceountability can be tolerated in
these areas of government. H.R. 10265 gives us an opportunity to end it in the
Federal Reserve's operations.
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ton Monument [height 555 feet] to illustrate the mind-stunning accumulation of
federal records.

In a study of federal paperwork last year, GAO found that at the end of the
1973 fiscal year, the government had 30 million cubic feet of records of one kind
or another on file in storage. That was 30 times the volume held two decades
earlier, as well as 30 times the one million cubic feet making up the mass of the
Washington Monument.

The General Services Administration, the government’s housckeeping agency,
has ealeulated that each year, 4.5 million cubic feet of federal records are filed
away. This is the equivalent of 10 billion pieces of letter-size paper.

The General Accounting Office further delved into the costs of what it termed
the government’'s “major paperwork elements”—correspondence, reports, forms,
directives, files, automatic data processing output, and unspecified “other.”

In fiscal 1973, GAO cstimated, the total cost of this paperwork was $15 billion.
This compared with §4 billion in 1955 and $8 billion in 1966.

GAO said that as a result of the mountains of federal papers already in storage
and huge amounts being added every year, the government is running out of stor-
age space and the situation is “critical.”

The accounting agency said that unless something is done to weed out and dis-
card stored papers no longer needed or otherwise valueless [“too many records
are retained too long”1, storage space will have to be expanded by more than 30
per cent in the next decade at a cost of $33 million.

In the course of counting the federal government forms in use, National
Archives discovered that thousands are obsolete, unneeded, or otherwise useless,
but are still being filled out within the bureaucracy or by the public because no-
body has gotten around to revoking them. Further, it was found, there are un-
authorized, or “bootleg,” forms conceived by enterprising bureaucrats for their
own use.

Tt would appear that Congress, prodded by a harassed and irate constituency,
might be able to do somcthing about cutting down proliferating government
paperwork—at least that paperwork required of the public by law or regulation.
More and more, congressmen are receiving complaints that federal tax, Social
Security, employment, census forms, and the like have become a well-nigh intoler-
able, often unnecessary, burden costing too much time and money.

Rep. William J. Scherle [R., Ia.] recently reported that even a small “Mom and
TPop” store must fill out 52 separate tax forms annually. Ie noted that many
deserving, would-be businessmen are discouraged from applying for government
small business loans beeause a typical application runs 20 pages.

Farly this year, Rep. Gus Yatron [D., Pa.] told the ITouse that “the American
amall businessman has fallen vietim to the burgeoning federal bureaucracy . . .
lie is being smothered under an avalanche of paperwork which is time eonsuming
and expensgive.”

Last month, Yatron and Rep. Al Ullman [Ore.], No. 2 Democrat on the House
Ways and Means Committee, introduced a bill to change the wage report re-
quired for Social Security purposes from a quarterly to an annual basis, Ac-
cording to Yatron and Ullman, this quarterly wage report [Internal Revenue
Service form 941] is not only “one of the most difienlt and onerous” to fill out,
but is unnecessary because the required information could be supplied just as
well onece a year,

Sen, Thomas J. McIntyre [D., N.IHL.] introduced a gimilar bill in the Senate.
A while back, McIntyre headed a subcommittec whiceh looked into the matter
of burdensome government paperwork and came up with the estimate that fill-
ing out forms costs businessmen $18 billion a year.

Meanwhile. Congress is studying pending legislation, introduced by Rep. Yatron,
that would direct the General Accounting Office to assess the nature and extent
of federal reporting form requirements. The legislation is appropriately titled,
“«The Federal Paperwork Burden Relief Act.”

ATR TRANSPCRT ASSOCTATION OF AMERICA,
Washington, D.C., June §, 1974
Hon. Cuarr TIOLIFIELD,
Chairman, Subcommitice on Legislation and Military Operations, Commitice
on Government Operations, U.8. Housc of Representatives, Washington, D.C,
DEeAR MR. CIIAIRMAN : Reference is made to Title IY, Section 201 (a) of H.R,
12118, in which provisions are made for the transfer of the audit of transporta-
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tion payments to “the executive agency or agencies designated by the Directar
of the Office of Management and Budget.”

Member carriers of the Air Transport Association, and other modes of frans-
portation, are concerned that this language would lead to the delegation of the
transportation audit function to more than one executive agency. This would
unnecessarily complicate the audit function and review thereof,

- The scheduled airlines have found that tlie U.S. General Accounting Office
in the performance of their audit duties in both the procurcment and pavment
areas has been fair and impartial, If Congress is to mandate the transfer of
this function, it should be done in such a manner that the form and substance
of the current regulations and procedures of the U.S. General Accounting Office
are retained, and in a single agency. Current and past experience indicates that
any decentralization is likely to be a step backwards in the government efforts
to standardize and simplify government procedures.

We recognize that some delegation to various offices, especially in the overseas
area, may be required, such as the U.S. Army Finance and Accounting Office-
Europe, located in Heidelberg, Germany. This office, however, operates consist-
ent with USGAO regulations and procedures, and any deviation therefrein may
be quickly resolved by the USGAO.

The legislation, if passed, would authorize the transfer of functions and per-
sonnel to the new executive agency or agencies and the scheduled air carriers
assume that the audit function will continue under the same rules, regulations
and procedures currently authorized, with the proviso that any subsequent
change in rules, regulations and procedures be subject to the approval of the:
USGAOQO. Furthermore, the USGAO should retain their authority to issue and
prescribe regulatory procedures as now encempassed by Title 5 of the T.S.
General Accounting Office Policy and Procedures Manual for Guidance of Fed-
eral Agencies, both in the procurement and payment areas.

We endorse the provisions of the proposed legislation which would retain
within USGAQO the appellate function to assure carrier relief in case of dis-
agreement with action taken by the agency to whom this function may be:
transferred.

It is recommended that the Committee give consideration to the following
amendments to Title 11, Section 201 :

(1) On page 3, line 4, delete the words “or agencies”

(2) On page 4, after line 22, insert a new subsection (c) as follows: (e) All
rules and regulations issued by the designated executive ageney for the procure-
ment and payment of transportation services shall be subject to review and
approval of the United States General Accounting Office.

It would be appreciated if the Committee would consider the above matter
and include this correspondence as part of the official record.

Sincerely,
T.e0 SEYBOLD,
Vice President, Federal Affairs.

AMERICAN INSTITUTE OF CERTIFTED PUBLIC ACCOUNTANTS.
Washington, D.C., June 3, 197},
Hon., Caer HoLIFIELD,
Chairman, Subcommittce on Legislation and Military Operations, Rayburn ITouse
Office Building, Washington, D.C.

DEeAr Mr. Hortrierp : Enclosed is my letter to Representative Gus Yatron. the
key sponsor of HRR 12181, “The Federal Paperwork Burden Relief Act” sent on
behalf of the American Institute of Certified Public Accountants.

We are extremely pleazed that Representative Yatron has sponsored such
legislation directed at evaluating the Federal paperwork burden imposed upon
bhusiness. We have offered to provide him with whatever assistance may be
required with respect to this legislation, and we would be most pleased to assist
you and your comiittee in the same manner,

‘We respectfully request that tlie enclosed letter be included in the record of
vour subcommitte’s hearings on Reporting Requirements and the Federal I’aper-
work Burden.

Sincerely,
Wirriaxy T. BARNES,
Chairman, Federal Government Executive Committee.
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AMERICAN INSTITUTE OF CERTIFIED PUBLIO ACCOUNTANTS,
Waskington, D.C., June 8, 127},
Hon, Gus YATRON,
U.8. House of Represcniatives,
Cannon House Officc Building,
Waeshington, D.C.

Drar MR. YATRON: On behalf of the American Institute of Certified Iublic
Accountants, I would like to thank you for the opportunity to offer gome com-
ments on HR 12181, the “Federal Paperwork Burden Relief Act”,

The American Institute of Certified Public Accountants is the national pro-
fessional association which represents over 100,000 certified public accountants.
Our membership encompasses specialists in every field of accounting and many
of those members are very familiar with the problems to which your legislation
is addressed. )

As the requirements of Federal agencies concerning periedic submission of
financial and statistical information by private business have increased, members
of the AICIA have observed the growth of the burden placed upon business
in general and more specifically upon smaller business entities. Therefore, the
Institute strongly endorses the general intent of IIR 12181 which calls for
measures to identify ways in which the burden of such reporting upon‘private
business might be lightened.

In connection with certain provisions of IIR 12181 ive dffer ‘the following
specific comments and suggestions for your consideration.

We have serious reservations as to whether a stidy of the magnitude of
that proposed in your legislation can be adequately completed within a one year
period as is presently required.

We suggest that the scope of the study be carefully defincd prior to the
enactment of legislation. Hopefully, this would prevent dany unnecessary dupli-
cation of €ffort with other review programs presently being conducted.

We would suggest that with a clear definition of the scope and time period
required for the study, additional consideration be given 'to the question of
‘whether GAO is the appropriate agency to be charged with the responsibility
for conducting the study. An agency’s available manpower is, in our opinion,
one matter which should receive consideration beéfore any agency is given the
responsibility.

We suggest that the legislation provide for the appointment of an independent
advisory pancl which would assist the agency responsible for conducting the
study. CPAs would be priviléged to serve on §ich a panel.

‘Again, we wotld like to offer our suppott for your éfforts to enact legislation
aimed at evaluating the Federal paperwork burden ilposed upon Busiiiess dnd
we would be pleased to provide whatever afsiStance you “ntlay reduire ‘to
accomplish this objective.

Sincerely, o
WirLiaMm T. BAarwes,
Chairman, Federal Government Becculive Commitiec.

“T’AN AMERICAN WORLD AIRWAYS,

. o Washington, D.C., July 3, 197 4.

Subject : Title 2, section 201 (a) of ILRR, 12113,

CIIARLES GOODWIN, )

Counsel, Subcommittec on Legistation and Military Opcerations, Rayburn Houwse
Office Building, Washington, D.C.

Dear Mz, GoopwiN : The opportunity of reviewing this legiskation with you was
very much appreciated.-Based on our conversation, it is my understanding that
the current thinking of the Committee is in substantial accord with the points
raised by Mr. Seybold in his letter of June 5. to the Flonorable Chet Holifield.

Asg a result of long experlence in government transportatien financial mat-
ters, -we would have great concern if the audit function now performed by the
U.S. General Aécounting Office were to be diffused among several agencies, which
could well be a very definite possibility. It is our hope, and I think you concur,
that only-one agency be designated to establish the basic ‘procedures and regula-
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tions, even though it may be necessary to delegate the actual funection, such as is
currently being done with the U.8. Army Finance Center in Heidelberg. In ‘_che
past we have found the U.8, General Accounting Office to be fair and impartial,
if not always to our liking. We would hope that the necessity for impartiality. as
well as technical competence be emphasized in reporting out this legislation.

Should there be any additional information or advice that cither Pan American
or the industry may provide, please let me know (Tel: 659-7741).

Sincerely,
Epwaxp D. PERKINS,

Commercial-Financial Affairs.

I.Ewis, MiTcHRLL & MOORE,
Washington, D.C., July 1, 1974.

Re: Comments on HR 12113.

CIARLES GoopwIN, Esq.,

Counsel for the Legislation and Military Operations Subcommitiee, Commitiec
on Government Operations, House of Representatives, Rayburn Building,
Washington, D.C.

DEAR MR. GoopwiN: As Chairman of the American Bar Association Public
Contract Section Committee on Current Federal Procurement Statutes, Regula-
tions and Forms, I have been recently contacted by Trowbridge vom Baur wha
asked me to present comments for the Association on HR 12113 which is presently
before your Subcommittee for study.

Our Committee is governed by procedures which require review and approvat
by the Association before comments can be submitted in the name of the Associa-
tion. My understanding is that you want our comments quickly which will not
allow me to follow our procedures and consequently I cannot speak for the
Association.

However, I have considered R 12113 and the impact of a reduction in the
statute of limitations for claims made at the GAO from ten to six years and
conclude that I would not object to the bill so long as an adequate grace period
is given before its effective date. The proposed one year time period seems to
be acceptable in my view. It is appropriate that the statute of limitations for
claims brought against the GAO to be the same as that for actions brought at the
Courtof Claims,

The above represents my opinion as a practitioner in this area of the law and
does not necessarily refiect that of the Assoeiation. I have contacted other rank-
ing members of the Public Contract Section and suggested that they offer their
personal comments to you directly.

I hope this will prove to be of assistance to you. If I can be of any further help,
do not hesitate to contact me.

Very truly yours,
Roy 8. MITCHELL,
Chairman, Committee of Current Federal Procurement
Statutes, Regulations and Forms.

REAvVIS, PoGUE, NEAL & RoOSE,
Washintgon, D.C., June 26, 1974,

CHARLES GoopwIN, Esq.,

Counsel for the Legislation and Military Operations Subcommittiee, Commitice
on Government Operations, House of Representatives, Rayburn Building,
Washington, D.C.

DEAR CHARLIE: It was nice to see you, even so briefly, at the Administrative
Conference a few weeks ago,

Roy Mitchell has written concerning your request for comments on HR 12113
from ABA members. I see no serious objection to reducing the statute of limita-
tions for claims made against the GAO. However, I agree with Roy Mitchell that
a year's grace period would be appropriate.

Sincerely yours,
Hroox H. CROWELL.
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GADSBY & ITANNAH,
Washington, D.C., July 1, 197},
Re: Comments on HR 12113.

CuaARLES GooDWIN, Esq.,

Counsel for the Legisiation and Military Opcrations Subcommittee, Commitice
on Government Operations, House of Representatives, Rayburn Building,
Washington, D.C.

Drar MR. Goobwin : Thisg is to advise you that I concur with the views ex-
pressed by Roy 8. Mitchell, Chairman of the ABA Committee on Current Federal
Procurement, Statutes, Regulations and Forms, in his letter to you dated July 1
on the subject of HR 12113,

Sincerely yours,
PaurL F, IIANNAH,

O
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